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 ABSTRACT  
There is little literature which applies the concept of consumer behaviour into the case of 
housing purchasing. Hence, this study examines the effects of Feng Shui on consumer 
behaviour in making real estate purchasing decisions. Two Feng Shui factors are used in 
this study, which are the chimney view and graveyard view. In order to demonstrate the 
effects of Feng Shui on consumer behaviour, a hedonic price model is adopted to study 
the effects of nearby chimney view and graveyard view on property prices. The result 
shows that the chimney view and graveyard view will bring penalties to the property 
prices.  
 
The negative impact of chimney view and graveyard view on property prices means that 
real estate consumers are less keen in purchasing property with such views. Therefore, 
Feng Shui affects the real estate consumer behaviour as it influences their willingness 
towards purchasing property with specific housing attributes. 
 
The chimney view and graveyard view are the Feng Shui factors, which are regarded as 
intangible attributes of property price. Although there is no reliable scientific proof 
demonstrating the actual effects of Feng Shui on human’s fortune and luck, Feng Shui 
provides an explanation of the negative and positive influences which affect consumer 
behaviour. These are all reflected by the effects of Feng Shui on property prices, and it is 
a matter related to the culture, which exists as common knowledge in any economic 
decisions. Moreover, in Hong Kong, residential properties exist in forms of necessities or 
investment. Since Feng Shui is widely known in the Hong Kong society, consumers who 
do not believe in Feng Shui will still wish to avoid purchasing housing with bad Feng 
Shui. This is because they will also consider the reselling prospects of the property. 
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CHAPTER 1 
INTRODUCTION 
 
1.1 Background 
Most of the people in Hong Kong are Chinese. Hence, Chinese culture and beliefs are 
present in Hong Kong’s society. Chinese culture covers a history of over 5,000 years, and 
Feng Shui is one of the concepts under it. Feng Shui is a well-known traditional Chinese 
belief that exists in the Chinese society. Many people like to consult Feng Shui master, 
who is an expert in Feng Shui, before they make any business or home decisions. Chinese 
people use the idea of Feng Shui to make further improvements to their health, luck and 
fortune. For example, most of the offices or shops in Hong Kong will consult a Feng Shui 
master before opening the business. Basically, they consult about the auspicious opening 
date and other beneficial Feng Shui elements. For home owners in Hong Kong, they 
consult Feng Shui masters about the layout and design of the apartment, as well as the 
“official moving date” to the new apartment. 
 
In Hong Kong, the concept of Feng Shui is being widely used in the real estate sector. In 
January 2007, Henderson Land Development Company made a grand TV commercial for 
its real estates project in Beverly Hills with nine famous Feng Shui Masters in Hong 
Kong starred in the commercial. They gave good commented on development from the 
perspective Feng Shui. Besides, in March 2007, the Standard Chartered Bank set up a 
Mortgage Centre. A Feng Shui Master was invited to provide free Feng Shui consultation 
services to home purchaser. On the other hand, in the Hong Kong policy address of 2007, 
the Government raised the problem of landfill saturation. The Government suggests in 
building a new incinerator in Tuen Mun in order to relieve the saturation, but the 
suggestion has triggered a lot of opposing voices, especially among the Tuen Mun 
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residents. They think that the incinerator’s chimney will create a bad Feng Shui, which 
will affect their health and fortune. These cases demonstrate that real estate consumers 
may take Feng Shui into account while they are making their purchase decision. 
 
Feng Shui is actually an intangible factor for real estate consumer. It is a factor which is 
unable to be observed, explained or understood. In fact, there is no scientific proof 
showing the actual benefits or harms of Feng Shui. However, due to cultural reasons, 
people are just affected by Feng Shui psychologically, and Feng Shui is generally 
regarded as a norm in the society.  
 
Numerous literature talks about the effects of Feng Shui on property price. It is revealed 
that graveyard view brings penalty to property prices. Real Estate consumers are less keen 
to purchase properties with a graveyard view, as they believe bad Feng Shui will be 
brought by the graveyard, in which their health and fortune will be adversely affected. 
However, most of the Feng Shui studies have only focus on the effects of graveyard on 
property price in a particular place.  
 
Besides graveyards, there exist other Feng Shui factors which are worth investigating.  
For example, a chimney is another factor of Feng Shui which has not yet been studied. 
The South Horizons is a large residential estate, and some of the apartments in South 
Horizons are subjected to view of the three-chimneys from the Lamma Power Station. In 
terms of Chinese culture, the three-chimney view is regarded as bad Feng Shui, which 
deprives the residents’ health and fortune. In addition, people imagine the three-chimney 
as “three Chinese incenses” which are cursing them with death when their apartments are 
facing the chimneys.  
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As only one factor of Feng Shui is not adequate enough to indicate the Feng Shui effect 
on the decision making of real estate consumer behaviour, it is suggested to look into 
other Feng Shui factors besides graveyard view. 
 
1.2 Research Question 
This research is looking at  
“Whether Feng Shui affects the prices of private residential property in Hong Kong.” 
 
 3
 
An examination of the effects of Feng Shui on property prices in Hong Kong 
 
1.3 Objectives 
In order to answer the research question, there are altogether 4 objectives in this 
dissertation:  
i ) To examine the literature and theories of the effects of Feng Shui on consumer 
behaviour.  
ii ) To identify the major determinants of private residential property prices 
iii ) To verify the concept of “Feng Shui affects consumer behaviour” in the real estate 
aspect by empirically testing the effect of Feng Shui factors on private residential 
property prices in Hong Kong 
iv ) To explain the impact of Feng Shui on residential property prices in Hong Kong 
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1.4 Methodology and Scope of the Study 
The methodology of this study consists of two main approaches. At the beginning, it is 
literature review. Concepts and theories on the topics of consumer behaviour, Feng Shui, 
Chinese culture and property price attributes are studied. After reviewing literature, 
hypothesises are drawn. Empirical analysis is being used for testing the hypothesis. In the 
empirical analysis, appropriate hedonic price model is figuring out, results are then 
formed by running regression analysis. In order to verify the empirical results, different 
statistical tests are carried out. Finally, the result are presented and interpreted. 
  
The influence of Feng Shui on property price is examined in order to facilitate the 
explanation of “Feng Shui affects the decision making of real estate consumer”. The 
rationale of the study is demonstrated in Figure 1 It shows that consumer behaviour is 
affected by culture, and culture includes Chinese culture and thus Feng Shui. In this 
dissertation, two Feng Shui factors will be studied, which are the chimney view and 
graveyard view. If it is shown that the Feng Shui affects property prices, one can 
conclude that Feng Shui affects the real estate consumer behaviour and the effect is 
reflected by the property prices.   
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Figure 1 : Rationale of this dissertation 
Residential Property Price  
 
Consumer Behaviour 
Housing Purchase activities 
is affected by 
Culture 
is affected by 
Chinese Culture 
contains 
Chinese Cultural Value 
includes 
is influenced by 
Market demand  
depends on 
consists of 
Feng Shui 
 contains considerations of  
Chimney Graveyard 
View View 
affect 
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1.5 Organization of the Dissertation 
There are totally 8 chapters in this dissertation.  
 
Chapter 1: Introduction 
This chapter presents the background of the study, research question, objectives, 
methodology, scope of the study and dissertation organization.  
 
Chapter 2: Consumer Behaviour 
Studies and theories of consumer behaviour are revealed in this chapter. Different 
determinants in the decision making of consumer are identified. Then, the 
interrelationship of those determinants is shown by descriptions and visualization. Next, it 
is indicated that culture affect the decision making process of consumer.  
 
Chapter 3: Chinese Culture : Feng Shui 
A comprehensive review of literature is being carried out on the aspect of identifying the 
definitions and scope of Feng Shui. Principle of Feng Shui and Chinese culture system 
are revealed. Besides, different practical Feng Shui factors will then be shown. The role 
of Feng Shui in the society, especially the real estate market will be discussed. Finally, 
the Feng Shui impact on consumer behaviour is demonstrated. 
 
Chapter 4: Methodology 
Methodology of the empirical analysis, Hedonic pricing model, is being discussed in 
detail, including its functions and properties. Housing price attributes are being identified 
from literature. 
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Chapter 5: Data Sample Selection : Case Study in South Horizons 
This chapter mentions about the rationale of choice data sample, South Horizons, in 
details. Reasons of choosing South Horizons and the rationale of dataset control are 
discussed in this chapter. 
 
Chapter 6: Hypothesis, Empirical Model and Expected Result 
This chapter is about the development of the hypotheses, which are drawn based on 
literature review about the topics of consumer behaviour, culture and Feng Shui. An 
empirical model will then be derived in order to achieve the objective of the study. 
Expected results of the empirical model will then be shown, which the estimations of the 
results are based on relevant literature review. 
 
Chapter 7: Data Collection, Data Processing and Empirical Result and Discussion 
This chapter reveals the detail of data collection, source of data and also the process of 
collected data. Data used is described in this chapter. After running the statistical model, 
the final empirical result and the result implication are being presented 
 
Chapter 8: Results Implications and Conclusions 
This chapter summarizes the findings of the previous chapter. The implication of the 
findings will be interpreted in this chapter. Then, the limitation of the study is introduced. 
At the end of the dissertation are the recommendations for the further research on relevant 
topics. 
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 CHAPTER 2  
CONSUMER BEHAVIOUR 
 
2.1 Introduction  
Studying consumer behaviour helps to reveal the decision making process of consumers. 
This chapter gives an introduction about the theories and concepts of consumer behaviour. 
The applicability of consumer behaviour on the real estate aspect is discussed. 
Determinants of consumer behaviour are then identified from different literature, and 
their interrelationship will be indicated and visualized. The effect of culture on consumer 
behaviour will finally be revealed. 
 
2.2 What is a Consumer? 
Before introducing the theories of consumer behaviour, it is necessary to define consumer 
in this study. Walters and Beigiel (1989) reveal that the consumption process can involves 
several different people at the same time. In the consumption process, three activities or 
decision are carried out, they are i) determining personal or group wants, ii) seeking out 
and purchase products and iii) employing products to derive benefits. These activities are 
interrelated to each other. To carry out the three activities in the consumption process, 
there are three types of individuals that may be involved in: 
 
i )  “Demander” : one who has personal wants 
ii ) “Purchaser/ shopper” : one who actively engaged in buying 
iii ) “User” : one who derives satisfaction or benefit from products bought 
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In the consumption process, the above three individual can be played by three different 
person. Or one person may play out the combination of two or all of the above roles. 
Therefore, in this dissertation, the term “consumer” can refer to: 
 
a ) Several person, each performing a part of the consumption process 
b ) One person who engage in all three activities of consumption 
 
2.3 Consumer Behaviour 
After giving the definition of consumer, it is necessary to define the meaning of consumer 
behaviour in order to have a clear direction for this study.  
 
According to Peter and Olson (2008), the concept of consumer behaviour can help the 
market in understanding the activities of the consumers in purchase an consumption  of 
the products. They think that consumer behaviour is a dynamic interaction among 
people’s thoughts, feelings, consuming action and also the environment. Similarly, 
Bennett (1995) also suggests that there is a dynamic interaction in consumer behaviour, 
which the interaction involves human behaviour, affect and cognition and the 
environment. 
 
Engel, Blackwell and Miniard (1995) suggest that consumer behaviour is in fact a process, 
and the action of purchase is only part of the process. It involves the study of individuals 
or group in decision making process. Solomon et al. (2007) define consumer behaviour is 
the study of the process of purchase, use or dispose of products, services, ideas, or 
experiences to satisfy needs and desires.  
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Mittal (2004) reveals that consumer behaviour involves both mental and physical 
activities. Loudon (1979) defines the consumer behaviour as a decision making process of 
purchase. Basically, the concept of consumer behaviour involves physical activity of 
evaluating, acquiring and using economic goods and services. Gibler and Nelson (2003) 
believe that consumer behaviour examines consumer’s action and is also the reason 
behind the purchase decision.  
 
To conclude, the concept of consumer behaviour adopts in this study can be defined as 
the purchase decision process by individuals. It studies the reason behind the purchase 
decision, involving the interaction of the purchasing action, people’s thoughts, feelings 
and the external environment. 
 
2.4 Consumer Behaviour in Real Estate Aspect 
According to Gibler and Nelson (2003), most traditional real estate studies are based on 
the approach of neoclassical economics. In neoclassical economics, consumers are 
expected to make rational decision which is based on utility and wealth maximization 
under the constraint of price and income. However, neoclassical approach is not adequate 
in explaining the entire phenomenon. Hence, in order to help to explain and predict real 
estate decisions, they suggest introducing the concept of consumer behaviour in real 
estate studies. 
 
2.4.1 Housing as a Commodity  
When applying the concept of consumer behaviour in the real estate study, it is essential 
to define the “product” that be purchased. In the real estate study, “housing” is seen as the 
“product” of the concept of consumer behaviour.  
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Reisman and Watkins (2007; 1998) suggest housing is an economic commodity, and it is 
durable and immobile. According to Gibler and Nelson (2003) real estate purchases are 
considered as high involvement goods1 that require complex decision-making. Real estate 
purchases are high involvement goods since it is perceivably important to an individual 
consumer. Thus, housing acts as a product that it can be purchased or brought by the 
housing purchasers.  
 
2.4.2 Real Estate Consumer 
The idea of consumer in this study is revealed in section 2.2 of this chapter. To apply the 
concept of consumer in the real estate property purchase, two types of consumption 
processes can be identified.  
 
The first type is a purchaser who buys the property, and the property purchased is for own 
residence of the purchaser. The second type is a purchaser who buys the property and 
sells or leases it to another person in order to make a profit. In this study, both the 
individual/ group of people do perform the whole consumption process, thus the 
individual/ group of people could be regarded as “consumer” in the real estate purchasing 
activities. 
 
In the next section, major determinants of theory of consumer behaviour will be identified. 
A model of consumer behaviour is then developed, based on the consumer behaviour 
literatures. 
 
 
1 Involvement is the level of perceived importance of a product an individual (Engel et al., 1995). 
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2.5 Model of Consumer Behaviour 
Gibler & Nelson (2003) state that both the model of consumer behaviour is applicable to 
most real estate decision. The models reveal the psychological state and the behaviour of 
a consumer. All the things in the model start from the point that the consumer perceives a 
need through the purchase and use of a product to satisfy their needs. The two key 
elements of the model include: i) internal determinants of consumer behaviour and ii) 
external determinants of consumer behaviour. And according to Howard and Sheth 
(1969), the action of purchase is the terminal act in the whole purchasing process. 
 
According to Engel et al. (1995), the models of consumer behaviour are a complex flow 
chart explaining the consumer decision process. The model is constructed by different 
variables of consumer behaviour, and the interrelationships of the variables are also 
indicated in the model. The model of consume behaviour emphasizes the mental activities 
of the consumer at the time, before or after purchase. Similarly, according to Walter and 
Bergiel (1989), it is not possible to view the determinants of the consumer behaviour 
separately, those determinants are related to each other simultaneously  and continuously. 
Therefore, it is indicated that interrelationships exist between different determinants of 
consumer behaviour. 
 
The following sections will be the description of each consumer behaviour determinants, 
as well as their interrelationships. In order to construct a model for this study about the 
effect of different determinants, two types of determinants will be looked into, which are i) 
Internal determinant of consumer behaviour and ii) External Determinants of consumer 
behaviour. Different consumer behaviour determinants are then identified and described. 
In the progress of presenting the determinants, their relationship is also visualized by 
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flow-charts. The solid lines of flow-charts indicate the straightforward causal relations 
(flow and effect).  
 
2.5.1 Internal Determinants of Consumer Behaviour 
Walters and Bergiel (1989) reveal the key element of the consumer behaviour is the 
individual, who make decision to decide buy or not to buy. The individual takes 
information from the environment and processes it by individual’s decision making. 
Gibler and Nelson (2003) mention that the consumer possesses a unique combination of 
mental and emotional characteristics in their decision making. Those characteristics are 
determined by the internal determinants, such as motivation, attitudes and intention are 
the internal determinants.  
 
The following sections will be about the internal determinants of consumer behaviour, 
which will be a part of the consumer behaviour model.  
 
2.5.1.1 Needs 
Walter and Bergiel (1989) say that needs are the foundation that consumer decision 
making is based on. They indicate that there are two types of consumer needs, which are 
physiological needs and psychological needs. The physiological needs are the needs for 
consumer’s biological functions. On the other hand, the psychological needs are 
associated with consumer’s mental state. Similarly, Howard and Sheth (1969) suggest 
that needs can be classified into biogenic needs, which are needs for elements necessary 
to maintain life. Besides, needs also be regarded as psychogenic needs, which are needs 
when people become a member of a specific culture. 
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Walter and Bergiel (1989) envisage an example that shelter is one of the examples of 
physiological needs. On the other hand, Safety needs are the first of the psychological 
needs, as consumers concern both physical and emotional insecurity. Considering the real 
estate needs, needs of housing can be interpreted as needs of shelter. These can help to 
satisfy the safety and secure needs of real estate consumers. 
 
2.5.1.2 Motives 
Howard and Sheth (1969), motives are the goals of the consumers. They are derived from 
their needs and desires of the consumers. Walters and Bergiel (1989) think motive is a 
thing within a person that causes him or her to act, move or behave toward the person’s 
need. It arises because of the deficiency of consumer needs. Also, it is being called as a 
reason for action. Similar with needs, consumer motives are able to be classified as 
physiological or psychological motives. Physiological motives stimulate action relative to 
basic body functions, and psychological motives stimulate mental, or emotional, activity.  
 
In the real estate aspect, motives of the above needs can be the unsecured feelings or 
other physiological or psychological motives. Therefore, consumer needs to purchase the 
housing in order to satisfy their needs. In this case, motives acts as a catalyst to direct the 
real estate consumer to purchase decisions. To represent the relationship between needs 
and motives, flow-chart Figure 2 can be used as follow: 
 
Figure 2 : The relationship between needs and motives 
Needs Motives 
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2.5.1.3 Choice Criteria 
According to Howard and Sheth (1969), choice criteria is the foundation of purchase 
behaviour. Choice criteria mean the organized and structured motives of consumers. They 
also act as rules of the consumers to generate appropriate attitudes towards the product. In 
fact, choice criteria emerge only when the purchase cycle is very long (i.e. automobiles 
and real estate properties). Due to the long purchase cycle, the consumer may develop 
rigid choice criteria and thus there is clear exploratory behaviour for each decision that 
the consumer made. 
 
For the real estate consumers, after they had realized their motives, they will organize and 
structure their motives. Rules and requirements will then be listed out in order to generate 
appropriate attitudes towards the product. Those attitudes are the choice criteria. In 
Howard Sheth Model (1969), motives has certain influence on choice criteria, and 
motives is also described as a source of choice criteria. Hence, the relationships between 
needs, motives and choice criteria are shown in Figure 3. 
 
Figure 3 : The relationship between needs, motives and choice criteria 
 
2.5.1.4 Attitudes  
Allport (1935) in Howard and Sheth  (1969) defines attitudes as i) a mental or neural state 
ii) of readiness iii) organized iv) through experience, v) exerting a directive or dynamic 
influence upon individual’s response to all objects and situation with which it is related. 
Needs Motives Choice criteria 
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Based on the definition of Allport, Howard and Sheth (1969) further define attitudes as an 
organized mental state. Attitudes can reflect the extent to which the buyer prefers a 
product rather than the other. However, attitudes have only the effect of directing, but not 
the arousing. 
 
Ajzen (2001) states that when the products are complex or risky purchase, highly 
embedded attitudes are tend to be developed. Thus, the consumer behaviour is very likely 
to be predicted. Walters and Bergiel (1989) define attitude as the expectation of manners 
under some related stimulus of the market. Consumers react to the market environment by 
forming attitudes toward products, business, and methods of purchase. Gibler and Nelson 
(2003) mention that attitudes develop from beliefs and preferences of consumers.  
 
Real estate purchase is a high involvement purchase because of its complexity and risk. 
Howard Sheth Model (1969) mentions that motives affects choice criteria followed by 
attitude, they further declare that choice criteria links motives via attitude. Therefore, 
attitude can be regarded as consumer preference after organizing the motives (choice 
critera), such as the real estate consumer is interested to purchase the property with a 
specific characteristic rather than the other. The relationships between needs, motives, 
choice criteria and attitudes are shown in Figure 4. 
 
Figure 4 : The relationship between needs, motives, choice criteria and attitudes 
Needs Motives Choice criteria Attitudes 
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2.5.1.5 Intention 
According to Howard and Sheth (1969), intention is the consumer prediction of when, 
where, and how the consumer is likely to perform the purchase action. Gibler and Nelson 
(2003) mention that intention is a function of a person’s attitude. Therefore, after 
knowing the attitude of the real estate consumers, the intention of the consumer defines 
when, where, and how the real estate consumer make the purchase decision. It is showed 
by Howard and Sheth (1969) that intention reflects attitudes. Moreover, intention links 
attitudes to purchase decisions. They further mention that attitudes have certain effects on 
purchase. The relationships between all internal determinants revealed are presented in 
Figure 5. 
 
Figure 5 : The relationship between all internal determinants revealed 
 
 
2.5.2 External Determinants of Consumer Behaviour 
Walters and Bergiel (1989) say that the external determinants can be called environmental 
determinants or influences. They are the determinants which are outside the consumer’s 
original internal mindset. However, the external determinants exert impact on the internal 
mindset of the consumer. One of the external determinants of consumer behaviour is the 
factor of culture, which is going to be discussed in the next section. 
 
Motives Choice Criteria 
Attitudes Intention Needs Purchase 
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2.6 Culture and Consumer Behaviour 
Loudon (1979) reveals that in hierarchy of influence of environmental, culture is regarded 
as the broadest determinant in consumer behaviour. It is because culture contains 
different concepts, which is indicated by Solomon et al. (2007) that culture contains lots 
of shared meanings, rituals, norms and traditions among the members of a society. They 
further say that culture is very powerful in consumer behaviour, and it is also an 
important concept in understanding consumer behaviour.  
 
Walters and Bergiel (1989) point out that culture is one of the environmental 
determinants that they have revealed, and it exerts cultural influence on consumer 
behaviour. Similarly, Schutte and Ciarlante (1998) suggest that there is a significant 
linkage between culture and consumer behaviour. There are many experts and scholars 
emphasis their confidence and consensus in the relationship between culture and 
consumer behaviour. 
 
The Engel’s model (1995) incorporates culture as an environmental determinant that it 
exerts certain effects on the behaviour of consumers. In the Howard Sheth Model (1969), 
culture is an external factor affecting the consumer behaviour. They further postulate that 
culture affects Motives, Attitude, and Intention. Based on literature of the consumer 
behaviour, explanatory flow-chart (Figure 6) can be derived. 
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Figure 6 : The effect of culture on the decision making of consumer 
 
 
2.7 Interim Conclusion 
Studying Consumer behaviour in the real estate industry is beneficial in understanding the 
real estate consumer and their behaviour, as this help to predict the action of the decision 
makers in the real estate market. Moreover, culture plays an important role in the concept 
of consumer behaviour. It is regarded as one of the external determinants of the consumer 
behaviour, which affects the decision making of the consumers.  
 
 
 
 
Motives Choice 
criteria 
Attitudes Intention 
Purchase 
Culture 
Needs 
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CHAPTER 3 
CHINESE CULTURE: FENG SHUI 
 
3.1 Introduction 
This chapter is revealing the relationship between Feng Shui and Chinese culture. The 
chapter begins by introducing the principles and theories of Feng Shui, and then defining 
the terms culture and Chinese cultural values. The practice of Feng Shui and the society 
will also be introduced. Finally, the relationship between Feng Shui and culture, followed 
by the relationship between Feng Shui and consumer behaviour will all be demonstrated. 
 
3.2 Feng Shui 
Feng Shui is a popular concept in the Chinese society. It is widely adopted in different 
aspects in Hong Kong, such as business and home. In order to reveal the relationship 
between Chiense culture and Feng Shui, it is necessary to get familiar with the principles 
and theories of Feng Shui first.  
 
3.2.1 Origin of Feng Shui 
Feng Shui literally means Wind and Water2 , it is sometimes translates as “Chinese 
Geomancy” (Bruun, 1996). Feng Shui relates to different fields, such as astronomy, 
architecture, divination, religion, science, geography, ecology, psychology and more 
(Bourassa & Peng, 1999; Hwangbo, 1999). Feng Shui is quite important in the ancient 
Chinese society that it ranks third among the five principles of successful life3 in the 
ancient Chinese minds (Webster, 1997). Practitioners of Feng Shui are called geomancer 
or Feng Shui Master (Hobson, 1994). 
 
2 In Chinese, Feng Shui (風水) the literal meaning of Feng (風) is Wind and Shui (水) is Water. 
3 The five principals are faith, luck, Feng Shui, virtue and study accordingly. 
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Feng Shui has been practiced in China since early historic times and its roots reach back 
to the prehistoric times. (He & Luo, 2000) Hobson (1994) and Lip (1985) suggest Feng 
Shui originated in China about 3000 years ago. Lip (1985) states that geomancy is derived 
by I Ching4(易經) which was written in 1144 B.C.. Also, the term “Feng Shui” has 
appeared in the schematic city plan in the Chou Li5 hundreds of years ago (Hwangbo, 
2002).  
 
3.2.2 Practice of Feng Shui 
Besides knowing some basic idea about Feng Shui, the operation and practice of Feng 
Shui is going to be introduced, in terms of Chi, Yin and Yang and the Five Elements. Chi, 
Yin and Yang, the Five Elements are the very important concepts of Feng Shui, and they 
are introduced as follows. 
 
3.2.2.1 Chi 
Chi (氣) literally means “breath”. Chi is a form of energy, however, it is invisible that it 
cannot be observed (Fenton, 2001; Webster, 1997). According to Hwangbo (1999), Chi is  
an element of all things, and it is the foundation of all matters on earth. He and Luo (2000) 
suggest that Chi on earth maintains all living beings, such as Chi in human bodies brings 
energy and keeps people alive.  
 
Bruun and Hwangbo (1996; 1999) regards Chi as the essence of Feng Shui. A good Feng 
Shui place is a place which can provides a perfect living environment that brings 
 
4 It is not the intention of this dissertation to present the detail of Yi Jing. 
5 Chou Li appear in the Chou dynasty (1,030 – 722 BCE), however, it is not the intention of this dissertation 
to present the detail of Chou Li. 
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happiness, prosperity and longevity, and it is a place with the gathering and accumulation 
of Chi (Webster, 1997).  
 
However, according to Bruun (1996) a bad flow of Chi may bring disaster. Whether the 
Chi is good or not, it should be determined by the way that it flows. Fenton (2001) 
mentions that when Chi flows along and swirls around gently, it is said to be positive and 
good. On the contrary, when it flows too quickly or too slowly, it is negative and bad Chi. 
Therefore it is important to find out places with good Chi, and it is the duty of Feng Shui 
masters (March, 1968). 
 
3.2.2.2 Yin and Yang 
The concept of Yin and Yang is recorded in the I Ching (Hwangbo, 2002). Webster (1997) 
introduces Yin and Yang are two opposite energies that Yin is feminine and negative, but 
Yang is masculine and positive. The theory of Yin and Yang is applicable to houses that 
the dwelling for the dead (i.e. burial ground) is called a yin house and for living of human 
is a yang house (Lip, 1985; Webster, 1997).  
 
He further suggests that the movement of Chi creates yang and the rest of Chi creates yin. 
The interaction of yin and yang creates the entire universe (Hwangbo, 1999, 2002; 
Webster, 1997). Ying and yang is an important idea in Feng Shui. According to Webster 
(1997), Feng Shui can help  balance yin and yang. As Balancing yin and yang can help to 
bring harmony followed by good luck (Lip, 1985). 
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3.2.2.3 Five Elements 
The Five Elements in Feng Shui are Wood, Fire, Earth, Metal and Water, which release 
energy in five different ways. They correlate to each other by four cardinal points and a 
centre: the Water for North, Fire for South, Wood for East, Metal for West and Earth for 
centre (Hwangbo, 1999). Accroding to March (1968), the Five Elements can be 
represented by specific shape, which has been shown as Figure 7. 
 
Figure 7 : Five elements in specific shape 
 
 
Hwangbo (1999, 2002) says that the five elements are linked to each other and the 
productive and destructive cycle (Figure 8) are formed. He further explains that, in the 
productive cycle, each element generates the preceding one. However, in the destructive 
cycle (Figure 9), the element is destroyed by the next element.  
 
Figure 8 : The cycle of production for the five elements 
 
FireBurning wood  Fire leaves  
creates fire. earth 
Wood Earth
Water nurtures  
plants 
Earth creates  
metal 
Water Metal
Metal liquefies 
 
 24
 
An examination of the effects of Feng Shui on property prices in Hong Kong 
 
Figure 9 : The cycle of destruction for the five elements 
 
Fire
Water puts out fire. Fire melts metal. 
Water Metal
Earth overpowers  Metal destroys  
water. wood. 
Earth Wood
Wood draws 
from earth 
 
3.2.2.4 Relationship of Chi, Yin and Yang and Five Elements 
Chi, Yin and Yang, and the Five Elements have very close relationship in Feng Shui. 
According to Hwangbo (1999), Feng Shui starts with the concept of Chi, and this also 
depends on the theories of Yin and Yang and Five Elements. He and Luo (2000), Feng 
Shui concerns the principle of ‘induction’ and also the interaction between human events 
and natural process, which integrates with Chi and its associations with Yin and Yang. To 
conclude, Chi, Yin and Yang, and the Five Elements are the important factors of Feng 
Shui. 
 
3.3 Feng Shui and the Society : Positive and Negative Impacts 
Feng Shui has a long history and it is emphasizing the concept of harmony between the 
relationship between human and nature. This section discusses the relationship of Feng 
Shui and the society in the both positive and negative ways. 
 
Feng Shui has been widely use in the building and development aspect. It is attempted to 
ensure a good life through appropriate site selection and suitable arrangement of objects 
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in a given environment. In Feng Shui theory, one of the methods for achieving a good 
living environment is accumulating good Chi. Webster (1997) suggests Feng Shui is a 
concept of harmonizing people with their environment and the surrounding natural world. 
Therefore, in order to attain a prosperous and happy living environment, it is important to 
choose a site for housing where Chi could be accumulated or constantly created. He 
further states that ideal site is a place surrounded by slow-moving water and rolling hills 
in order to spread the winds. Fost (1993) suggests that when a gentle Chi is brought to a 
home, that home is regarded as having good Feng Shui. On the contrary, when harmful 
Chi is brought to the home, the house is having poor Feng Shui. Lip (1985) indicates that 
the luck of the occupier can be affected by the design and location of the building. In 
order to prevent any misfortune, Chi should be utilized with the appropriate design of the 
building to the surrounding nature and man-made-environment.  
 
Besides good Chi accumulation, balancing Yin and Yang and Five Elmeents are also the 
approaches in Feng Shui for achieving living environment that brings luck and fortune. 
Hwangbo (1999) suggests that the concepts of Yin and Yang or Five Elements can be 
adopted in housing arrangement in order to facilitate the creation of harmony. Therefore, 
in designing the housing environment, the concept of Yin and Yang and the Five Elements 
should be taken into account. Lip (1985) thinks that great care should be taken when in 
planning the interior design of a building, so that the Yin and Yang forces would not clash. 
With the balancing of Yin and Yang, harmony can therefore be enhanced. 
 
Feng Shui is in fact a common concept in Hong Kong. Bourassa and Peng (1999) suggest 
that there is a large Chinese populations in Hong Kong, who rely on Feng Shui to 
determine whether the house brings them and their family wealth and health. Therefore, 
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Feng Shui masters are consulted by the community for choosing a good Feng Shui 
location for their house. Some of the Hong Kong’s developments do adopt Feng Shui 
concepts in the design. Some of them even use Feng Shui as one of the marketing 
strategies.  
 
Although arranging housing in an appropriate location can bring good Feng Shui and so 
luck and fortune, there are cases that Feng Shui can be seen of bringing negative impacts 
to society. Orchard (1937) reveals that Chinese people believe the tall chimney would 
bring bad luck to them. Similarly, Rossbach (1991) reveals an example of Mei Foo Sun 
Chuen that the residents of the estate interpreted a nearby incinerator as death, they said 
the incinerator harm the local Feng Shui as the tall chimneys rose like incense stacks. 
Bruun (1996) mentions that rural people concern Feng Shui in crop procreation. They 
believe that the infertile of farm is due to chimneys are wrongly placed. He also suggests 
that the factory chimneys are destructing the neighbour’s house to access Chi. 
Feng Shui is widely being used in nowadays society, and it plays a more significant role 
in building and environments. If the three principles of Feng Shui, which are Chi, Yin and 
Yang, and Five Element, are balanced and maintained, good Feng Shui can therefore be 
generated. However, there still exist cases that bad Feng Shui is brought, such as the 
chimney cases revealed above. 
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3.4 Chinese Culture and Feng Shui 
3.4.1 What is Culture? 
Before looking at Chinese culture, it is important to have a general idea about the 
meaning of culture. Based on different literature, there are many definitions of culture. 
 
According to the Oxford Dictionary by Hornby (2004), culture is (1)”custom and belief, 
art, way of life and social organization of a particular country or group” and (2) “The 
belief and attitudes about something that people in a particular group or organization 
share”. Yau (1994) believes culture gathers learned beliefs, values and customs, which 
creates norms for the society in terms of human’s behaviour. Walters and Bergiel (1989) 
mention that culture is passed on from one generation to the next, and they further 
describe culture as a social heritage, and it includes shared values, customs, beliefs, 
morality and ethics which regulate the consumer behaviour of the society.  
 
Kroeber and Parson (1958) in Randlesome and Myers (1995) show that culture is being 
transmitted and created, and it is present as human behaviour. Keesing (1976) in Yeung 
(2005) reveals that the idea of culture exists only in the mind, and it is being transmitted 
and learnt in the society. Cheung (1980) mentions that different country or nation has 
their own culture, as culture is specifically developed or adjusted in accordance with 
particular environment. Hofstede and Bond (1988) in Singapakdi, Rawwas, Marta and 
Ahmed (1999) suggest culture is a collective mindset that help to distinguish the member 
of one group to the other. They also suggest that different nation has their particular belief 
and culture which are difficult to be changed, but subject to modifications. Also, Cheung 
(1980) states that the Chinese culture is different from the Western culture, in terms of 
languages, psychological reactions and society influence. 
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Based on literature review, one can conclude that culture consists of belief and value. 
Culture is in fact an attitude and collective mindset of a particular group of people. 
Different nations and countries have their unique culture, which is usually presented by 
different forms of human behaviour. Although it is difficult to change culture, culture 
subjected to certain modification in specific environment.  
 
3.4.2 Chinese Culture 
Different countries and nations have their own cultures. Therefore, Chinese culture must 
be different from Western culture. One of the fundamental cultural values that can use to 
distinguish the Chinese culture from Western culture is the perception of the relationship 
between human and nature (Cho et al., 1999). Chinese culture is regarded as the oldest 
culture because it has about 5000 years of history, According to Wang, Mohammed and 
Kau (2007) The long history China and the cultural traditions have substantial impact on 
the values of the life style as well as the consumption patterns of Chinese people. 
 
There is a value orientation model created by Kluckhohn (1951) in Yau (1994), it is 
suitable to be adopted in describing Chinese culture. “Man-nature orientation” is one of 
the classes in the value orientation model. According to Yau (1994), Chinese believe that 
harmony relationship between people and the nature is not a personal value but a cultural 
value. She further mentions that man shouldn’t try to overcome or control the nature, but 
they should learn how to adapt to it in order to reach and maintain the harmony 
relationship. Also, Simmon and Schindler (2002) suggest Chinese culture is characterized 
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by the harmony-with-nature position, that means there is no actual separation between 
human activities, nature and supernatural6.  
 
Hence, Chinese cultural value is in fact a very essential part of the Chinese culture, and 
one of the Chinese cultural values is the harmony relationship between human and the 
nature.  
  
3.4.3 Relationship between Feng Shui, Chinese Culture  
and Belief  
Since, the core principle of Feng Shui is to harmonize the human and nature by balancing 
Chi, Yin and Yang, and Five Elements.  It is obvious that the core principle of Feng Shui 
matches the “Man-nature orientation” under Chinese cultural value. Therefore, Feng Shui 
can be regarded as a kind of Chinese culture. Figure 10 illustrates the relationship 
between Feng Shui and Chinese culture. 
 
Figure 10 : The relationship between Feng Shui and Chinese culture 
 
 
6 The Oxford Dictionary (Hornby, 2004) defines supernatural as events, forces or powers that cannot be 
explained by the laws of science and that seem to involve gods or magic. 
Chinese culture 
Chinese cultural value 
Harmony between 
man and nature 
Feng Shui 
has the core principle in  
which is also the content of  
is under  
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Besides acting as a part of the Chinese culture, Feng Shui is also a kind of Chinese belief.  
Foxall and Goldsmith (1994) suggest that those Chinese belief and superstition affect 
Chinese culture in certain extent. Lip (1985) states that the concept of Feng Shui is a kind 
of Chinese belief, which concerns the creation of world. He believes that Feng Shui is a 
logical and geographical knowledge rather than a religion or superstition. People believe 
that Feng Shui can let them to find peace, harmony and success. Emmons (1992) suggests 
that in Chinese communities, the tradition beliefs about Feng Shui affect people’s daily 
lives. 
 
Besides having a very theoretical background, Feng Shui exists in form of tradition 
Chinese belief. Feng Shui is not only based on superstition, it is a logical knowledge that 
based on tradition, as well as norm and common sense. 
 
3.5 Relationship between Feng Shui and Consumer Behaviour  
After studying the topics about the relationships between culture and consumer behaviour,  
and the relationship between Chinese cultures and Feng Shui accordingly, the relatiship 
between Feng Shui and consumer behaviour is derived. The relationship between Feng 
Shui and consumer behaviour is visualized in Figure 11. The figure consists of two parts, 
which are external determinants of consumer behaviour and the internal determinants of 
the consumer behaviour. For the external determinants part, it starts by Feng Shui, which 
affects the harmony between man and nature and it is seen as part of the Chinese culture. 
The internal determinants part is a model derived from literature review on the topic of 
consumer behaviour. The relationship between Chinese culture and the consumer 
behaviour has already been revealed in chapter 2. 
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Figure 11 : The relationship of Feng Shui and consumer behaviour  
 
3.6 Interim Conclusion 
Culture is different in nations and countries. Under the concept of Chinese culture, Feng 
Shui is a traditional and popular practice adopting the idea of harmonization of human 
and nature. Therefore, Feng Shui is in actually a concept under Chinese culture and 
Chinese belief. Implementing the idea that “culture influences consumer behaviour” from 
chapter 2,   one can deduce that “Feng Shui influences consumer behaviour”. 
Choice 
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CHAPTER 4 
METHODOLOGY 
 
4.1 Introduction 
In this study, literatures review and hedonic price model are the methodology adopted. 
This chapter introduces the topic of hedonic price model. It incorporates the literature 
review of different property price attributes, which are used for constructing appropriate 
hedonic price model. 
 
4.2 Hedonic Price Model 
Rosen (1974) is the first person to develop hedonic theory and apply it to the implicit 
price (the hedonic price) of housing commodities on property values. It says that housing 
is acting as a vector of traits, which relates to the consumer’s utility. So, the demand of 
housing is the vector of the demand function for the housing traits. These housing traits 
cannot be bought in the market. However it is satisfied in the Rosen’s implicit market by 
the total payment as it reflects the sum of all housing traits bought in each of the 
corresponding implicit trait market.  
 
Linneman (1982) suggests a simple and non-housing market example which illustrates 
Rosen’s implicit price. The example is the transactions in the supermarket, where a 
researcher is wants to find out the price of a 7-oz can of beans. Different supermarket 
shoppers lines up at the checkout line, with different bundles of grocery items due to 
differences in their family sizes, income, and other factors..The researcher cannot look on 
top of the can to determine the price. Instead, he or she can only observe  the total money 
spent by each shopper. The hedonic price literature says that if the researcher knows the 
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total amount spent by each consumer and the items they purchased, it is possible to 
determine the price of a 7-oz can of beans.  The total expenditure of  grocery shopping G, 
is the sum of all the item’s prices  Pi, times the quantity of item consumed Xi, 
 
ii
XPG ∑=  
 
Knowing Xi, and keeping the bundle constant,  the price of a 7-oz can of beans can be 
determined by the change in the total grocery payments brought about by adding one 7-oz 
can of beans to the basket, Mathematically this is the partial derivative of G with respect 
to X7-oz. This illustrates the hedonic price equation which consisted of a bundle of housing 
traits. The marginal change in the valuation of the property is equivalent to the the partial 
derivative of the hedonic price equation with respect to the housing traits, ceteris paribus, 
as suggested by Rosen. 
 
The hedonic price model is a tool commonly used for empirical studies in property 
market researches. It shows cross-influences between numerical factors that affect 
property prices, which can obtain  a model design for information (Hill, Griffiths, & 
Judge, 2001). With the regression method, the Hedonic price model is a useful analytical 
tool in identifying the contribution of housing attributes. 
 
Ordinary least square (OLS) technique is used in the hedonic price model. According to 
Hill et al. (2001), it is a technique bases on the principle of drawing a best-fit line to fit 
the data points.. in other words, a line I drawn to the data, such that the  distances from 
the regression line to the sum of the square of the vertical distances is minimized. 
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Squaring the distances can help to prevent cancellation of positive and negative distances. 
The original intention of the OLS is for minimizing the stochastic or error term. 
   
4.3 Functional Form of Hedonic Price Model 
An accuracy hedonic relationship requires utilizing correct dependent variables, 
independent variables, and functioning forms. Linneman (1980) demonstrates that the 
functional form will have substantial effects on the result of the hedonic price model. 
Therefore, it is essential to choose an appropriate functional form. The choice of 
functional form depends on two situations, 
 
1. There is prior knowledge of the nature of the relationship between the dependent 
variable and independent variables 
 
2. No prior information is available 
 
Choosing the functional form for the former case is easier because the relationship 
between different variables is already established. For example, it is already known that 
the function between construction cost and the height of the building is J-shape. For the 
latter case, the choice should be based on empirical observation and trail and error. 
Usually linear and logarithmic function forms will be assumed first. If the forms fail, 
more flexible functional forms will be used. In housing market studies analysis, linear 
form is more commonly used. 
 
It is hypothetical to use linear function in hedonic price relationship in the first attempt.  
A linear function is useful in housing market studies, as it is very suitable in estimating 
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the demand elasticity of housing attributes. A hedonic price model will be set up in this 
dissertation, which involves several housing attributes. Although the effect of each 
individual housing variables on property price is more or less known, when the bundle of 
variables are combined in the model, the overall effect of the variables is hard to be 
predicted.  
 
4.4 Property Price Attributes 
Before going into the structure of Hedonic Price Model, it is necessary to identify 
different housing attributes. In order to classify the property price attributes in a more 
systematic way, Mok et al. (1996) suggests to divide the property price attributes into 
three different categories: 
 
i) Locational attributes 
ii) Structural attributes 
iii) Neighbourhood attributes 
 
4.4.1 Locational Attributes 
Locational attribute involves the environment surrounding the properties. It is one of the 
property price components that take geographic elements into account. For example, the 
proximity of the CBD is one of the locational attributes of housing prices. There is 
number of researches (Alonso, 1960; Haig, 1926; Hurd, 1924; K. M. Lusht, 1997) which 
prove that the distance factor does affect the property price greatly. On the other hand, So 
et al (1997) studies about how accessibility affect the housing value. It is shown that the 
proximity to transportation (i.e. minibus, bus, and mass transit railway), shopping centre 
and other sports facilities play a significant role to the housing prices. 
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4.4.2 Structural Attributes 
Size of the property, which can be measured in terms of Gross Floor Area (G.F.A), 
significantly affects the residential property price. However, it is difficult to predict 
whether the property size affects the property price in a positive or negative way. It is 
demonstrated by Mok et al. (1996) that, in Hong Kong, the larger the property size, the 
lower the unit price. Conversely, Huh and Kwak (1997) finds that the unit price of the 
floor area decrease when the floor area increases in Seoul of Korea. The result is very 
different from Mok et al. (1996).  
 
Besides the floor area, another important structural attribute is the floor level of the 
property. Mok et al (1996) demonstrates that the property price increases with an increase 
in floor level, because of the availability of a better view of the higher floor levels. On the 
other hand, Bible et al. (2002) examines the residential properties price and finds that the 
age of properties give a negatively affect to  the property prices. It demonstrates that age 
plays an important role in property price. 
 
4.4.3 Neighbourhood Attributes 
Neighbourhood attributes consist of factors that do not belong to the subject buildings. 
For example,  Hospitals and green belts can be regarded as the neighbourhood attributes 
which affect the property price. Huh and Kwak (1997) show that hospitals or green belts 
exerts negative influence on property price. This is because green belt zones will obstruct 
the development potential of land. Similarly, hospitals will cause traffic and generate 
other disturbances. On the other hand, famous schools are also one of the neighbourhood 
factors. Huh and Kwak (1997) examines the relationship between famous schools and 
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property price. The result is that the price of residential properties will be positively 
affected by nearby famous schools. Li (2005) looks at the effect of public housing 
projects on the private residential properties price. He finds that the public housing 
projects affect the property value negatively.  
 
4.4.3.1 Environmental Attributes 
Environmental attributes are the attributes which do not belong to the subject building. 
Therefore, it can be regarded as part of the neighbourhood attributes. Chau, Yiu, Wong 
and Lai (2003) conduct researches about the environmental issues. They conclude that the 
property prices are affected by the environmental factors, which are regarded as 
environment attributes of housing prices. 
 
Air pollution affects the property price negatively. Since air pollution affects human’s 
health, people are unwilling to purchase properties with high air pollution level. Murdoch 
and Thayer (1988) in Chau (2003) studies the relationship between the visibility of air 
and the house prices in the California South Coast Air Basin in 1979. They discover that 
the visibility of air affects the property value positively. In Hong Kong, Chan (2002) 
studies the effect of air pollution on property value. Chan (2002) uses the distance 
between the residential block and the road as a proxy of air pollution level. It concludes 
that the clearer the air, the higher the value of residential property.   
 
4.4.3.2 Feng Shui and other Intangible Attributes 
Gravyeard view is commonly agreed as a factor in Feng Shui. Although the graveyard 
view doesn’t harm the resident health directly, there are some psychological effects on the 
real estate consumers. Chin, Chau and Ng (2004) have carried out a research in Penang in 
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Malaysia, they reveal that the graveyard view brings penalty to property price due to the 
domination of superstitious traders who have cultural belief 
 
A research has been carried out by Bourassa and Peng (1999), they find that the Chinese 
households in Auckland prefer houses with lucky numbers and they are likely to pay 
premium for the lucky numbers houses as the houses are regarded have good Feng Shui. 
On the contrary, those Chinese households are avoiding purchasing house with unlucky 
number. These illustrate that Feng Shui beliefs affects that the Chinese house-buying 
behaviour in a significant way as numbers have the power of influencing well-being. 
 
4.5 Structure of Hedonic Price Model 
The Hedonic Price Model reveals the relationship between the housing price and different 
housing attributes. By reviewing property price literatures, those attributes can be 
classified into three categories (Table 1). 
 
Table 1 : Classification of housing attributes 
 Attributes classification Examples 
1 Structural attributes (S) • Building age 
• Flat size 
• Floor level 
2 Locational attributes (L) • Proximity of to central business district (CBD), shopping 
centres, parks and other recreational facilities 
3 Neighbourhood attributes (N) • Presence of view (i.e. sea view),  
• Air pollution, neighbourhood amenity levels 
 
Thus, the market price, P, of the properties can be expressed by the follow expression. 
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P = F( S, L , N ) 
 
The partial derivative of the above equation with respect to any trait is the implicit 
marginal price or the hedonic price, as suggested by Rosen and Linneman (1982), and is 
described as “the marginal change in the total site valuation associated with a change in 
that trait when all other traits level are held constant.” If the relationship is linear, then, 
 
∑ ∑∑ ε++++= kkjjii0 NcSbLaaP  
and, 
 
kk
jj
ii
cN/P
bL/P
aS/P
=∆∆
=∆∆
=∆∆
 
Where 
 
P = Market price of the housing unit 
Si = Variables which represents the structural traits i 
Lj = Variables which represents the locational traits j 
Nk = Variables which represents the neighbourhood traits k 
a0 = Constant term 
ai, bj, ck = Regression coefficient of the corresponding variables 
ε  = Stochastic or error term 
 
The regression coefficients ai, bj and ck measure the changes of P when there is a unit 
change in the corresponding variable, holding other factors constant. Similarly, one unit 
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change of Si, Lj or Nk will lead to ai, bj or ck units change in P respectively. Thus, ai, bj 
and ck are the hedonic price of the corresponding housing traits. 
 
4.6 Test Statistics 
Test statistics can help justify the significance of empirical results and hence, is important  
for the statistical approach of real estate studies. There are totally three test statistics 
which will be executed in this study, they are the t-statistics, the coefficient of 
determination (R2) and the F-statistics. The three models are usually used for 
investigating the issues of: 
 
i ) The significance of the effect of each independent variable on the dependent 
variable,  
ii ) The proportion that the variation in the dependent variable can be explained by the 
variation in the independent variables, and 
iii ) The significance of the variation in the dependent variable that can be explained 
by the variation in the independent variables 
 
4.6.1 Coefficient of Determination (R2) 
The coefficient of determination, R2, is used for measuring how the independent variables 
fit the dependent variables.  It is a descriptive measure, which identifies the proportion of 
variation in the dependent variable that can be explained by the variation in the 
independent variables.  
 
R2 ranges from 0 to 1. The closer R2is to 1, the better the sample data fits the fitted least 
square line.  Hence, there is higher explanatory power in explaining the variation in the 
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dependent variable by the model constructed. Moreover, the model has greater predictive 
ability over all the sample observations (Hill et al., 2001). However, when R2 tends to 0, 
the samples are uncorrelated and they show little relationship with the least square line..  
Practically, if R2 = 0.80, then 80% of the changes in the dependent variable is due to the 
changes of the independent variables and the remaining 20% is unexplained or unknown 
by the independent variables in the model. R2 can be increased by adding more 
independent variables to the equation. 
 
4.6.2 t-Statistics and Significance Level 
The t-test can reveal the significance of the effects of different property price 
attributed(the independent variables) on the property price (the dependent variable) . The 
value of t depends on the hedonic regression coefficient of the independent variable (b) 
and the standard error of that coefficient (Sb), shown in the equation below: 
Sb
bt =  
 
The estimate is more accurate, the larger the value of t since  it is less possible for b to 
equal 0. The statistical significance refers to the likelihood that the statement “the 
dependent variable is affected by the specified independent variable” is true. However, it 
does not show the magnitude of the effect. 
 
The relationship between the dependent variable and the independent variable is 
significant at %100)1( ×∂− confidence interval if 
 
( )df,Tt ∂>  
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)
 
Where   = probability of “b=0” ∂
 df = degree of freedom7
 ( df,T ∂  = critical value for a given∂  and df 
 
For example, if ∂  equals to 0.1and the calculated t is higher than the critical T(0.1,df), 
then the hedonic regression coefficient b is said to be “significant at the 90% confidence 
interval” or “significant at the 10% level” and the chance that b=0 is 10%. In this study, 
an independent variable will be disregarded if it is not significant at 95% confidence 
interval. 
 
4.6.3 F-statistic 
In order to test the significance of the coefficient of determination (R2) mentioned above, 
F-statistic is used. The more significant R2 is, i.e. when the independent variables can 
provide significant explanations for the variation of the dependent variables, the greater 
magnitude of F. 
 
The F-test is employed to test the null hypothesis, being that none of the independent 
variables can help to explain the variations of the dependent variable about its mean, i.e. 
 
Bi = 0 for all i 
 
                                                 
7 Degree of freedom (df) associate with a calculated statistics is the number of available observations minus 
the number of constraints placed on the data by the calculation procedure. For t-statistics, df is the number 
of observation (N) minus the number of independent variables (k) minus one, i.e. df = N-k-1 
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The method for determining the F-value is similar to that of t-value. For the given degree 
of freedom and level significance∂ , the calculated F-value is compared with that critical 
F-value. If the calculated one is greater than the critical one, then the null hypothesis can 
be rejected. i.e., at least one of the independent variables is significant and able to explain 
the variation of the dependent variable. This gives additional evidence to show the 
significance of the results. 
 
4.7 Potential Problems with Hedonic Price Model 
The Hedonic Price Model is not a perfect model as there existsseveral potential problems 
in the Hedonic Price Model. 
 
4.7.1 Multicollinearity  
Multi-collinearity occurs when two or more independent variables are correlated, and it 
gives a negative effect on the regression results. Lusht (1997) reveals that the presence of 
multicollinearity is not the most critical issue for real estate applications. However, the 
extent of multicollinearity should be considered. To find out the existence of collinear 
relationship among independent variables, the correlation matrix can help. When there 
exists a serious multicollinearity, one of the common symptoms is a highly adjusted R2 
with many insignificant coefficients. However, in of this study, this symptom does not 
occur. 
 
4.7.2 Heterogeneity of Data 
Data samples from different markets may have different characteristics. This may 
influence the predictive power of the equation. In this study, the problem of heterogeneity 
of data is not too serious. Since, the whole set of data samples are extracted from the 
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same housing estate, the South Horizons, and then the data samples have similar nature, 
in terms of structure, geography and neighbourhood. 
 
4.7.3 Function Form 
The regression result is fact determined by the functional form, thus choosing the suitable 
functional form is very important for any regression analysis. However, no functional 
form is in fact the best. Therefore, in this study, linear and logarithmic function form is 
adopted in the analysis of this study. 
 
4.8 Interim Conclusion 
The methodology of this study consists of two main approaches. At the beginning, it is 
literature review. After reviewing literature, empirical analysis is being used for testing 
the hypothesis. In the empirical analysis, appropriate hedonic price model which consists 
of different housing attributes, they can be classified as structural, locational and 
neighbourhood attributes. Literature review on property price attributes reveals that 
intangible attribute affects property prices and one of the attributes can be identified as 
Feng Shui attribute. 
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CHAPTER 5 
DATA SAMPLE SELECTION:   
CASE STUDY AT SOUTH HORIZONS 
 
5.1 Introduction 
This chapter mentions about the rationale of choice data sample, South Horizons, in 
details. Reasons of choosing South Horizons and the rationale of dataset control are 
discussed in this chapter. 
 
5.2 Choice of Data Sample 
In Hong Kong, there are different chimneys (e.g. factories’ chimney) and graveyards 
available, for studying their impacts on property price. However, due to time and 
resources constraints, it is difficult to study all the chimney views and graveyard views 
available in Hong Kong. Therefore, only appropriate chimney and graveyard views are 
chosen in this study.  
 
Due to limitation of time and resources, only one residential estate –the South Horizons is 
chosen for investigation-in this study. The South Horizons is a private residential estate 
which is established by Hutchison Whampoa. It is located at of Ap Lei Chau. The South 
Horizons is well served by public transportation. It comprises 34 residential towers, 
having heights ranging from 25 to 42 storeys. In total, South Horizons provides 9,812 
residential flats. For the convenience of residents, there are two commercial complexes, 
two schools and a neighbourhood community centre.  
 
South Horizons is chosen for this study because the dataset of South Horizons favours the 
regression analysis in three different ways. Firstly, South Horizons is one of the largest 
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private housing estates in Hong Kong with high liquidity. Due to the vigorous transaction 
activities of South Horizons, there is an adequate amount of property transaction records 
available for the dataset for this study. Comparing with other public estate and single 
residential blocks, transaction of the South Horizons is more active. This is because of the 
good living environment in South Horizons as there are good facilities and high quality 
property management services. In addition, people living in public estate have financial 
constraints and so they seldom sell their properties. Thus, the transactions of those public 
estates are very inactive therefore its transaction data is not adequate for empirical 
analysis. On the contrary, South Horizons have more appropriate data available for 
empirical analysis. So, the result generated by the analysis will be more reliable and have 
more explanation powers. 
 
Secondly, using the data from the same residential estate can help to reduce the number of 
independent variables (i.e. dummy variables) in the hedonic price model. All the 
properties in South Horizons are homogeneous in nature. The properties of the same 
estate have similar structures, neighbourhood facilities and transportation networks, so the 
price-affecting characteristics among different data can be minimized. If the dataset is 
constructed by properties from different residential estate, the number of property price 
attributes will increase and lead to inaccurate results of the regression analysis.  
 
Lastly, the Lamma Power Station and the Aberdeen Chinese Permanent Cemetery are 
located near the South Horizons, indicated in Figure 12. The availability of both chimney 
view and graveyard view in South Horizons allows the objectives of this study to be 
achieved. 
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Figure 12 : The position of the graveyard and chimney to South Horizons 
 
Source : Centamap http://www.centamap.com/ (Date: 25 March 2008) 
 
The Lamma Power Station is the power station of The Hongkong Electric Co., Limited. It 
is located at Po Lo Tsui at Lamma, and it supplies electricity to Hong Kong Island and 
Lamma Island. In order to access the environmental impact of the power station 
effectively, there are air monitoring station, noise monitoring units and marine discharge 
monitoring post for the power station. These monitoring facilities and equipments are 
supervised by a group of professional engineers and chemists. There are also equipments 
installed, in order to reduce the formation of pollutants, such as sulphur dioxide (SO2), 
and nitrogen oxide (NOx). The Lamma Power Station has three chimneys for discharging 
waste gas (which are illustrated in  
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Figure 13). The three chimneys provide chimney view to some of the properties in South 
Horizons. However, the East Lamma Channel exists between the Lamma Island and Ap 
Lei Chau. Therefore, the properties subject to chimney view are severed by sea view first. 
 
Besides the chimney view, Ap Lei Chau lies opposite the Aberdeen Chinese Permanent 
Cemetery. Thus, some of the South Horizons properties are subjected to the graveyard 
view by the Aberdeen Chinese Permanent Cemetery. Similarly, there is the Aberdeen 
West Typhoon Shelter between the cemetery and the estate. Therefore, amenities that are 
facing the graveyard will be served by sea view first. 
 
Figure 13 : The three chimneys of Lamma Power Station 
 
(Date: 21 December 2007) 
 
After choosing the estate, data samples from the South Horizons will then be chosen. The 
following section is about the selection of dataset from the South Horizons. 
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5.3 Dataset Control 
 
In order to achieve the most accurate model by minimizing the number of independent 
variables, the dataset is carefully selected. This section reveals the process of the selection 
of dataset, based on the principle of minimizing the number of independent variables. 
 
In this study, only the transaction records of block 7, 8, 9 and 10 in South Horizons are 
adopted. Different properties of block 7, 8, 9 and 10 are subjected to various kinds of 
views, which include the sea view, graveyard view and chimney view. The accessibility 
of views is estimated by conducting site visit to South Horizons, in addition with the map 
( 
Figure 14) and estate plan (Figure 15) of the South Horizons.  
 
The above control on the dataset helps to control the appearance of independent variables 
in the hedonic price model of the study. Details are being mentioned in the section below. 
 
Moreover, not all the flat units of the above blocks are used in the dataset. The flat units 
adopted in the dataset are shown in Table 3, as those flats without any view attributes (i.e. 
sea view or graveyard view or chimney view) are eliminated from the dataset of the 
empirical analysis of this study. 
 
The above control on the dataset helps to control the appearance of independent variables 
in the hedonic price model of this study. Details are being mentioned in the sections 
below. 
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Figure 14 : The position of the graveyard and chimney to South Horizons (Zoom) 
 
Source : Centamap http://www.centamap.com/ (Date: 25 March 2008) 
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Figure 15 : Estate Plan of South Horizons 
 
Source: Midland Realty (Date: 13 October 2007) 
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Table 2 : Views available in Block 7, 8, 9 and 10 in South Horizons 
  Block 7 Block 8 
 View A B C D E F G H A B C D E F G H 
Sea √ √ √    √ √ √ √   √ √ √ √ 
Graveyard  √ √              
Chimney             √ √   
  Block 9 Block 10 
 View A B C D E F G H A B C D E F G H 
Sea √ √   √ √ √ √ √ √  √ √ √ √ √ 
Graveyard                 
Chimney     √ √       √ √ √  
“√” indicates the availability of the corresponding view 
 
Table 3 : Flat units of South Horizons adopt in the empirical analysis 
Unit A B C D E F G H 
Block 7 √ √ √    √ √ 
Block 8 √ √   √ √ √ √ 
Block 9 √ √   √ √ √ √ 
Block 10 √ √  √ √ √ √ √ 
“√” indicates the particular unit is adopted in the dataset 
 
5.3.1 Control of the Structural Factors 
 
Structural factors play a very significant role in property price. South Horizons comprises 
of four different phases. The building structure of the residential block in different phases 
is not the same. Therefore, the dataset is carefully selected in order to eliminate the effect 
of the building structure. It is suggested that residential buildings from the same phase 
should only be included in the dataset. However, though the blocks are in the same phase, 
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their building structures may also differ. For example, within phase 2, the structure of 
blocks 7 to 10 is totally different from blocks 11 to 13. Thus, in this study, the data 
samples are adopted from the residential blocks in the same phase that have similar 
building structure. 
 
5.3.2 Control of Locational Factors 
 
For locational factors, accessibility to CBD and shopping centre are very critical in the 
hedonic price model. Therefore, it is necessary to take location into account when 
considering an appropriate dataset. MTR and bus are the major transports for Hong Kong 
people. However, there is no nearby MTR station for South Horizons. Therefore, for the 
residents in South Horizons, they mainly rely on the bus for transportation. However, 
South Horizons is a housing estate with large area, so the distance between the bus stops/ 
terminus have certain difference for each block. In order to minimize the locational effect 
on property price, residential blocks which are near to each others are chosen. 
 
5.3.3 Control on Neighbourhood Factors 
 
It is revealed that neighborhood factors exert influence on property price, so the data 
sample chosen should be able to minimize that influence. There are different amenities 
present in South Horizons, including swimming pools, club house, shopping centres, 
sports courts, schools and gardens. Similarly, because of the large area of South Horizons, 
the proximity of different amenities varies for residents living in different blocks. For 
example, residents from block 9 can reach the swimming pool conveniently, but not 
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residents from block 1. Thus, residential blocks which are near to each others are chosen, 
so that the effect of the amenities proximity can be minimized. 
 
The waste gas discharged through the three chimneys of the Lamma Power Station may 
cause pollution problems. It is argued that the pollution generated by the Lamma Power 
Station should be taken into account when the hedonic price model is constructed. 
However, pollutants go everywhere regardless of whether the unit faces the chimneys. It 
is expected that properties in South Horizons are subjected to similar air pollution levels. 
The proximity of properties to the chimneys may affect the air pollution levels of the 
residential units, thus it is suggested that the dataset should be constructed by blocks that 
are near to each others. 
 
The intangible factors, chimney view, graveyard view and lucky floor number are the 
main focus of this study. So, the effect of sea view is not relevant. However, those 
properties, which are subject to graveyard or chimney view, are able to have sea view. 
With regards to this, properties with sea view should only be included in the dataset. This 
helps to reduce the independent variables, sea view, from the hedonic price model. 
 
5.3.4 Summary of the Data Control 
 
Although building blocks in South Horizons are homogeneous in structure, location and 
neighbourhood, the buildings cannot be perfectly the same. Thus, in this study, some of 
the properties from blocks 7, 8, 9 and 10 are chosen as the dataset. There are two reasons 
behind the selection decision. Firstly, these blocks have the most similar building 
structure compare to other blocks. The structural effects on property price can thus be 
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reduced. Secondly, blocks 7, 8, 9 and 10 are very close to each other. This helps to 
diminish the influence of proximity to various amenities, air pollution level and access of 
transportations. 
 
5.4 Interim Conclusion 
South Horizons is chosen as a case study in this dissertation. It is because of vigorous 
transaction activities in South Horizons as well as the availability of both chimneys view 
and graveyard view. Samples from the South Horizons are carefully selected in order to 
eliminate those unpredicted structural, locational and neighbourhood factors of the dataset. 
So a more accurate result can be attained. 
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CHAPTER 6 
HYPOTHESIS, EMPIRICAL MODEL  
AND EXPECTED RESULT 
 
6.1 Introduction 
This chapter firstly introduces hypothesis of this study. The hypothesis is drawn in 
accordance with relevant literature review, including the topics about consumer behaviour, 
Chinese culture, Feng Shui and hosuing price attributes. In order to illustrate the validity 
of the hypothesis, hedonic price model is used by through the running of a regression 
analysis. The expected results of the empirical analysis are also estimated at the end of 
this chapter. 
 
6.2 Targets of the study 
The target of the study is to examine the effect of Feng Shui factor on property price. 
There are two Feng Shui factors adopted in this study, they are graveyard and chimney.  
Graveyard view is a Feng Shui factor which had been studied before. It is shown that 
graveyard view exerts negative impact on the property price. Besides graveyard view, 
there are other Feng Shui factors (i.e. chimney views) which may affect the property 
prices. Therefore, chimney view is being investigated. 
 
i ) To affirm if graveyard view negatively affects the property prices 
ii ) To examine the effect of chimney view on property prices 
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6.3 Hypothesis 
South Horizon is chosen as the source of dataset, the reasons have already been 
mentioned in chapter 5. Based on literature review on the topic of consumer behavior in 
chapter 2, it is known that culture is an external determinant of consumer behavior and it 
influences the decision making process of the consumer. Based on different literature of 
consumer behaviour, the concepts can be visualized by Figure 16. 
 
Figure 16 : Visualization of the influence of culture on consumer behaviour 
 
 
 
Part of the chapter 2 is about culture, it is mentioned that Chinese culture consists of 
Chinese cultural value. The Chinese cultural value emphasizes the harmony relationship 
between men and nature, which is also a critical principle and concept of Feng Shui from 
chapter 3. Thus, a modified visualization Figure 17 could be derived, which demonstrates 
that Feng Shui is a part of the Chinese culture. It influences the behavior of consumers by 
affecting their motives, attitude and intention in the decision making process of consumer. 
 
Motives Choice 
criteria 
Attitude Intention 
Purchase 
Culture 
Need 
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Figure 17 : Visualization of the influence of Feng Shui on consumer behaviour 
 
Literature has also revealed the relationship of graveyard view and property price. It is 
found that graveyard views exert negative impact on the property value as people are less 
keen to purchase property with graveyard views, which is commonly regarded as bad 
Feng Shui. In fact, graveyard view is not the only Feng Shui factor, but chimney view is 
also a bad Feng Shui factor as well. Considering the concepts of consumer behaviour and 
Feng Shui, the first hypothesis is come up: 
Hypothesis 1: 
“Feng Shui, a part of Chinese cultural value and Chinese culture, affects 
consumer behaviour positively or negatively. In the real estate aspect, this 
can be reflected by the effect of Feng Shui on property price.” 
 
Motive Choice 
criteria 
Attitude Intention 
Purchase Need 
Chinese culture 
Chinese cultural value 
Harmony between 
man and nature 
Feng Shui 
External determ
inants 
Internal determ
inants 
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Looking at the property price aspect, an associated hypothesis can be made, based on the 
literature review about property prices in Hong Kong, 
Hypothesis 1a: 
“Graveyard is a practical Feng Shui factor which affects the decision 
making of real estate consumers. Its effect on real estate consumer 
behaviour is able to be reflected by the property prices. The property 
prices are influenced negatively by graveyard view, as property 
consumers are less willing to purchase properties with that particular 
view.” 
Based on the Feng Shui and consumer behaviour literature, another associated hypothesis 
can be made for chimney view, 
Hypothesis 1b: 
“A Chimney is regarded as negative Feng Shui factor, which is a part of 
Chinese cultural value and thus Chinese culture. So, based on the model 
of consumer behavior and applied the purchase decision in real estate 
purchase. A Chimney view is expected to indirectly affect the decision 
making of property consumer. It is predicted that consumers are less 
willing to purchase property with a chimney view, thus the value of those 
properties with chimney view are expected to have a lower price 
compared with those without that view. Therefore, chimney view 
negatively affects the value of the real estate property.” 
  
In order to test the above hypothesis, regression model will be adopted by using the 
transactions records of residential properties in South Horizons. To test the hypothesis 1a 
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and 1b, the dummy variables of graveyard view and chimney view will be presented in 
the regression model in order to confirm the coefficient of those dummy variables.  
 
6.4 Variables Selection 
The Hedonic Price Model comprises different housing attributes. In order to achieve the 
targets of the study, it is important to choose the appropriate variables of the model. This 
section is a practical section which discusses the selection of variables for the model. 
Here are the objectives of the model being used in this study. 
 
i ) To reveal the effect of chimney view on private residential property price 
ii ) To confirm the negative impact of graveyard view on private residential property 
price 
 
6.4.1 Dependent Variable 
Dependent variable is the variable which changes with the variation of the independent 
variables. Property price is dependent variable used in the study. The property price can 
be classified as nominal price (NP) or deflated price (DP). Nominal price (NP) is the price 
of the property at the data of transaction, but deflated price (DP) is the deflated nominal 
price that can reflect the “real” price of the property at a particular time.  
 
In the model of this study, the deflated price (DP) is the dependent variable. It is because 
the economic factors have been eliminated in the deflated price. The detail of the 
deflation method will be described in a later chapter. 
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6.4.2 Independent Variables 
There are three common independent variables, which are the structural, locational and 
neighbourhood variables. Data samples for the model should be chosen carefully in order 
to minimize the effects of the location and neighbourhood. It is because the effects of 
location and neighbourhood are difficult to be qualified. Chapter 5 has discussed that the 
details of dataset selection. As focus is put on the view of chimney and graveyard, view 
variables will be included in the model. 
  
6.4.2.1 Structural Variables 
The structural variables include in the model are property age (AGE), floor level (FL) and 
property unit size in term of Gross Floor Area (GFA). It is very common to use these 
three structure variables in hedonic price model in real estate researches, as they are seen 
as the major determinants of property prices.  
 
Age of the property (AGE) 
Property age is defined as how old the property was at the date of that the Sale and 
Purchase Agreement (S&P) was signed. In Hong Kong, the property market is very active 
and it fluctuates very often. Thus, it is the most suitable to use “day”, “quarter” or 
“month” for counting the age of the property. By using the “day” approach, the accuracy 
of the measurement is able to be enhanced, thus a more reliable result can be generated. 
In this dissertation, the age of the property is defined as the number of days elapsed from 
the date that the occupation permit was issued to date that the Sale and Purchase 
Agreement (S&P) was signed. For instance, the occupation permit was issued at 1 
October 1992 and the S&P was signed at 3 January 2002, then the age of the property is 
3381 days.  
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Floor Level (FL) 
This variable is used for indicating the position of that apartment in term of storey. It can 
be easily identified, for example, if the property is situated at the 11th floor of the 
residential building, the variable of FL is valued 11. 
 
Gross Floor Area (GFA) 
Gross Floor Area (GFA) represents the size of the property. It is measured in term of 
square feet. Similar with FL, it can be easily identified. If the Gross Floor Area of the 
property is 980 square feet, it is regarded that the GFA value of the property is 980. 
 
6.4.2.2 Dummy Variables 
Dummy variable is the numerical variable used in regression analysis. It is commonly 
used in the hedonic price model analysis for representing some discontinuous factors, 
such as building types. Usually, 0 or 1 dummy variable is used. The value of 1 is used 
when the discontinuous factor is available. On the contrary, the value of 0 is used when 
the discontinuous factor are not available. For example, Mok et al. (1996) demonstrate 
that 1 is given to a dummy variable if the housing unit is possessing sea view, otherwise 
the value of 0 is given. Dummy variable is also used in measuring the effect of variables 
that numbers cannot be used to quantify the variable. Chau Ma and Ho (2001) use 9 
dummy variables to verify the relationship between lucky floor number and property 
price, which lucky floor number if regarded as variable that cannot be quantified. After 
defining dummy variable, the next step is to construct it into the hedonic price function. If 
linear relationship is assumed, the equation will be 
∑ ∑ ∑ ε+++++= fDNcSbLaaP qqkkjj0  
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In this model, “D” is used to represent the dummy variable. Its magnitude or effect on P 
will be shown as “f”. In the model of this study, dummy variables are used for the views 
of the properties. There are totally three dummy variables using in this study, which are 
Lucky Floor (LF), Graveyard View (GV) and Chimney View (CV). 
  
Lucky Floor (LF) 
The floor number which contains the lucky number “8” is regarded as lucky floor number. 
In that case, the 8/F, 18/F, 28/F and 38/F of the residential buildings are South Horizons 
are regarded as lucky floor. “1” will be assigned to the floor level contains number 8, 0 
otherwise. 
  
Graveyard View (GV) 
The Aberdeen Chinese Permanent Cemetery nearby the South Horizons provides the 
graveyard view for some of the apartments of South Horizons. In this study, the quality of 
graveyard view has not been quantified, as the magnitude of the influence of graveyard 
view is not the objective of this study. In the model, those properties with a graveyard 
view, regardless to the quality of the view will be valued “1”. For those properties 
without any graveyard view, “0” will be assigned. 
 
Chimney View (CV) 
Lamma Power Station is located in Lamma Island. The three chimneys of the Lamma 
Power Station provide chimney view to some of the apartments in South Horizons, 
especially for the blocks which are near the costal line. In this study, the quality of 
chimney view has not been quantified as the magnitude of the influence of chimney view 
is not the objective of this study. In the model, those properties with a chimney view, 
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regardless the quality of the chimney view will be valued “1”. For those properties 
without any chimney view, “0” will be assigned. 
 
6.5 Model set up : the Effect of Feng Shui on Consumer 
Behaviour in the Real Estate Aspect 
This study is for testing if Feng Shui influences the consumer behaviour, by mean of 
examining the effect of Feng Shui on property price. There are various Feng Shui factors 
in Hong Kong, due to time and resources constraint, only two of those factors are adopted 
in this study, which are the chimney and graveyard. Linear functional form of regression 
is commonly used   researches, and it is also used in this study. The hedonic price model 
adopted in this study is: 
ln(DP) = a0 + a1AGE + a2GFA + a3FL + a4LF + a5CV + a6GV …....(＊) 
 
6.6 Expected Result of the Variables 
Table 4 shows the expected sign of the variables. 
Table 4 : Expected sign of variables 
Variables Definition Expected Sign 
AGE Age of Property (days) - 
FL Floor Level + 
GFA Gross Floor Area ? 
LF* Lucky floor + 
CV* Chimney view - 
GV* Graveyard view - 
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The signs are estimated based on the foundation of relevant literature reviews. Positive (+) 
and negative (-) signs of the variables indicate the positive and negative impact of the 
variables on property price. Premium is brought by to the property price when there is 
positive impact. On the contrary, penalty is brought if there is negative impact on the 
property price. To expect the result of the variables should not only include the 
expectation of signs, but also the magnitude of the coefficients. But it is not possible to 
estimate the magnitudes of the coefficients of the variables in this moment.  
 
6.6.1 Expected Result of Structural Variables 
 
AGE 
The coefficient of the AGE is predicted to be negative (-), as the older property is 
subjected to a lower property price. It is because the older the property, the greater the 
quality of the building depreciated. When the age of the building increases, it is more 
likely that structure problem will occur. Thus, the residents will bare higher building 
maintenance cost.  
 
FL 
The coefficient of FL is expected to be positive, as the higher the floor level, the higher 
the higher the property price is. Thos properties with high floor level provide a better 
living environment in Hong Kong, which is a high population density city. It is because 
high floor level enjoys a better quality of air, as well as a more opened and wide view. In 
addition, those high floor level properties subject to less traffic noise as they are away 
from the road. 
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GFA 
It is very common to use GFA8 as proxy of property size. The impact of GFA on the 
property price is uncertain, as the effect of the GFA is offset by two different factors. 
Firstly, property size is regarded as an economic good. Real estate consumer prefers a 
larger living space, so floor area has positive impact on property prices. However, some 
of the real estate consumers are subjected to financial constraint. For example, new-
formed family prefers smaller size premise because of budget constraint. As the demand 
of different property size depends on the income class of the real estate consumers, the 
sign of the GFA coefficient depends on the consumer’s income. Therefore, the sign of the 
variable can be either positive or negative. 
 
6.6.2 Expected Result of Dummy Variables 
 
LF 
Chinese people have the aptitude toward the number “8”, since the pronunciation of “8” 
is similar to “wealth” in Chinese. Therfoere, those numbers with “8” are regarded as 
“lucky number”. Chinese people link floor number with “lucky number” to good luck. 
Thus, people will prefer the apartment with “luck floor number”. They believe that 
owning apartment with “lucky floor number” helps them in earning money. This 
phenomenon is significant in Hong Kong, as Hong Kong is a place with a dominant 
population of Chinese people. So, it is expected that the coefficient of LF is positive. 
 
                                                 
8 According to the Building Ordinance, GFA is the area contained within the external walls of the building 
measured at each floor level, together with the area of each balcony in the building, which shall be 
calculated from the overall dimensions of the balcony and the thickness of the external walls of the 
buildings.  
Source: Building Ordinance (Cap. 123) in Regulation 23(3) of the Building (Planning) Regulations for 
approval of building plans for all building development in Hong Kong. 
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GV 
Penalty is expected for the properties subjecting to graveyard view. It is in fact a norm 
that in Hong Kong the real estate consumer are not keen on purchasing properties with 
graveyard view. In psychological aspect, the uncertainty after death is the main reason. In 
the cultural aspect, graveyard view is regarded as an imbalance of yin and yang in Feng 
Shui. Thus the decision of real estate consumers towards properties with graveyard view 
is affected by the above factors. As no one in the property market prefers the property 
with graveyard view, the price of those properties decrease and thus the coefficient of the 
GV variable would be negative. 
 
CV 
The coefficient of CV is expected to be negative. It is revealed that chimney view is 
regarded as negative Feng Shui. The real estate consumers are not willing to purchase 
property with chimney view, because they afraid of the bad fortune that the chimney 
brings to them. In the case of South Horizons, there are three chimneys present in the 
Lamma Power Station, which look like “three Chinese incenses”. People may think the 
“three Chinese incenses” are cursing them. Therefore, Real estate purchaser will pay less 
for the property in order to compensate their potential loss or difficult in property resale. 
Hence, it is expected that chimney view brings negative impact on property prices.  
 
6.7 Interim Conclusion 
This study is aiming to test the effect of Feng Shui on property price, so that the concept 
“culture affects consumer behaviour” can be verified. In this study, two Feng Shui factors 
are used for the empirical analysis, which are chimney view and graveyard view. An 
empirical model is derived by inserting dummy variables of chimney view and graveyard 
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view. It is expected that both chimney view and graveyard view affect the property price 
negatively.  
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CHAPTER 7 
DATA COLLECTION, DATA PROCESSING  
AND EMPIRICAL RESULT AND DISCUSSION 
 
7.1 Introduction 
The first part of this chapter is about the data collection. Data processing will also be 
mentioned. The empirical result of the analysis will then be revealed followed by the 
discussion of the result. 
 
7.2 Data Collection 
In order to carry out the empirical analysis for the model (＊), relevant information is 
needed to be attained. The information which should be collected is:  
 
i ) Transaction price of the property, 
ii ) Date of transaction, 
iii ) Issue Date of the Occupation Permit, 
iv ) Size of the property (i.e. Gross Floor Area), 
v ) Address of the particular unit, and 
vi ) Price deflator. 
 
All of the above information is essential for the regression analysis. In the hedonic price 
model, transaction price of the property is the dependent variable of the model. The Age 
of the building is the number of days counting from the issue date of occupation permit to 
the transaction date of the property. The Size of the property is obviously determined by 
the Gross Floor Area (G.F.A). The address of the particular unit can assist in determining 
the floor level of that unit. Moreover, with the assistance of maps, different view 
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attributes can also be identified in accordance with the property address. By using the 
price deflator on specific dates, the transaction price can be deflated. 
 
7.3 Source of Data 
In this study, there is a total of six main sources for the gathering the above information 
for the empirical analysis. They are: 
 
i ) the Economic Property Research Centre (EPRC), 
ii ) the Hong Kong Property Review (by Rating and Valuation Department), 
iii ) Map indicating the location of South Horizons, 
iv ) Plan of South Horizons, 
v ) Floor plan of block 7, 8, 9 and 10 in  South Horizons, and 
vi ) Site Visit to South Horizon. 
 
The Economic Property Research Centre (EPRC) is currently widely used by in the real 
estate sector. It contains transaction records of various housing units. These records are 
obtained from the Land Registry directly. The records are being revised and updated 
twice a day. Thus, it provides a reliable and up-to-date source of transaction prices. EPRC 
benefits different real estate studies by enhancing the efficiency of data search, as it helps 
to reduce the time of searching information. 
The Hong Kong Property Review is published by the Rating and Valuation Department 
(RVD). Different types of property indices are shown in the Hong Kong Property Review. 
They are constructed by the previous records of property transaction, which are in the 
Sale and Purchase Agreement. The property indices reveal the fluctuation of property 
prices. Thus, the property price indices are able to be used for discounting the price of the 
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property in order to compare the property price under the same base. This helps to 
disregard the time effect on property price. 
 
In addition, in the Hong Kong Property Review, residential properties are classified into 
various classes. For the flats with saleable area not exceeding 99.9m2, they are classified 
as Classes A, B or C, which are regarded as small or medium residential units. Otherwise, 
they are grouped into Class D or E. Table 5 shows the classification of residential 
property of the RVD in accordance with gross floor area. 
 
Table 5 : Classification of residential properties in Hong Kong 
Classification GFA of property 
Class A < 40.0 m2
Class B 40.0 m2 – 69.9 m2
Class C 70.0 m2 – 99.9 m2
Class D 100 m2 – 159.9 m2
Class E > 159.9 m2
Source: RVD (date: 30 March 2008) 
 
However, in order to identify the presence of different view attributes, a map indicating 
the location of South Horizons, a plan of South Horizons, floor plans of particular blocks 
and site visits are needed. Although the accessibility of sea view is indicated in the EPRC, 
it is not adequate as there are other view attributes, such as the chimney view and the 
graveyard view. A site visit is necessary as the actual environment, such as landscape, can 
not be shown by maps and plans. So, the site visit helps to point out the potential 
blockage of views. 
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7.4 Data Processing 
In this study, the transactions of South Horizons from January 1995 to December 2007 
can generate a dataset with 1462 transaction records. The dataset only contains 
transaction price of properties with sea view from residential blocks 7, 8, 9 and 10. The 
transaction records are attained from the EPRC. However, it is not possible to apply the 
data into the hedonic price model immediately. It is necessary to process the collected 
data into a meaningful dataset before running the regression model. 
 
7.4.1 Elimination of Repeated Transaction Records 
The transaction records of South Horizons are extracted from the EPRC. These records 
are under agreements and some of transaction records may involve more than one 
agreement, such as the assignment agreement and the sale and purchase agreement. In 
order to prevent double counting, only the sale and purchase (S&P) agreement is retained 
and the repeated transaction records are deleted.  This is because other agreement, such as 
the assignment agreement, is not involved in every transaction. For example, in 1997, 
before the Asian Financial Crisis, many people sold their properties immediately after 
they bought them. However, the properties might be sold before any assignment 
agreement was signed. Thus, only the S&P records can wholly reflect on the transactions 
involved. 
 
7.4.2 Time Adjustment 
The selected transactions were recorded in different time period. Hence, it is essential to 
adjust the property prices in order to eliminate the influence of political, economic and 
time factors.  Time adjustment is necessary to make sure that the data shows the real price. 
In real estate studies, it is common to deflate the property price by appropriate deflators 
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before carrying out any empirical analysis. The indices from Hong Kong Property 
Review can be used as property price deflators. 
 
Time adjustment of the transaction prices means deflating the transaction prices into one 
common base period. In Hong Kong, property price indices by the RVD are commonly 
used for deflating the price. In this study, all residential properties are deflated to the base 
year of 1999. So, the deflated pricea in this study are all at the same price level, which is 
in the 1999’s value.  
 
In order to deflate the property price, this equation is adopted: 
 
I
100SC ×=  
 
When  C = Property price in the 1999 base 
  S = Transaction price of the property from EPRC without deflation 
  I = Property price index at the period of transaction 
 
An appropriate property price index is needed to be adopted according to the period of 
transactions and also the property type. In the case of South Horizons, the monthly price 
indices for selected popular residential development 9  by the Rating and Valuation 
department are the most suitable indices in this study. This is because South Horizons has 
been selected as one of the popular residential developments in Hong Kong.  
                                                 
9 The indices includes Baguio Villa, Beverly Hill, Braemar Hill Mansions, Chi Fu Fa Yuen, Convention 
Plaza Apartments, Dynasty Court, Grand Promenade, Heng Fa Chuen, Hong Kong Parkview, Illumination 
Terrace, Island Place, Island Resort, Kornhill, Les Saisons, Pacific View, Residence Bel-Air & Bel-Air On 
The Peak, Robinson Place, South Horizons, Taikoo Shing, The Belcher's, The Leighton Hill, The Orchards, 
The Redhill Peninsula, Tregunter and Villa Lotto under the “Hong Kong” category.  
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7.5 Data Descriptions 
The description statistics for all variables are shown in Table 6. For the data sample of 
South Horizons, the mean of the property age is approximately 2,231 days, which is about 
7 years old at the time of sale or when the Agreement for Sale and Purchase was signed. 
The average transaction price for the properties was $4,739,545.30 per apartment. About 
26% of the selected properties have a chimney view while 3% of them encounter a 
graveyard view. 9% of the selected properties have the lucky floor level. The G.F.A of 
the transacted properties are ranging from 807 to 1347 sq. ft with the average of about 
954 sq. ft..  
 
Table 6 : Descriptive statistics of some selected variables of South Horizons  
 DP ln(DP) AGE GFA FL LF CV GV 
Mean 4,739,545.30 15.34 2,230.77 954.20 21.62 0.09 0.26 0.03 
Median 4,432,624.11 15.30 2,027.00 931.00 22.00 0 0 0 
Maximum 12,785,388.13 16.36 3,669.00 1,347.00 42.00 1 1 1 
Minimum 45,019.70 10.71 867.00 807.00 1.00 0 0 0 
Standard 
Deviation 
1,143,725.69 0.26 806.22 86.99 12.10 0.29 0.44 0.17 
Total no. of observation: 1462 
 
7.6 Empirical Result for the Model (＊) 
The result of the hedonic price model (＊) is reviewed in this section. The dataset of the 
1462 transaction records, from January 1995 to December 2007, from apartments in 
South Horizons is inserted into the model (＊), and the computer software EViews 3.0 is 
used in analyzing the data and generating the result of the hedonic price model (＊). The 
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result generated will be summarized in the form of a table (Table 7), followed by result 
explanations.  
Table 7 : Extracted result of South Horizons from the estimating equation (＊) 
 Model (＊) 
Variables Coefficient Standard Error t-Statistics P-value 
Constant 13.79407 0.081224 -13.19795 0.0000 
AGE 0.000114 0.00000863 13.179 0.0000 
GFA 0.001326 0.0000853 15.55522 0.0000 
FL 0.001757 0.000579 3.036874 0.0025 
LF 0.012567 0.02365 0.531344 0.5953 
CV -0.01929 0.016784 -1.14915 0.2508 
GV -0.10164 0.041062 169.8273 0.0135 
Number of Observations: 1462 
Method: Least Squares 
Dependent Variable: ln(DP) 
R-squared: 0.3482 
Adjusted R-squared: 0.343865 
  
The equation is used to find out the effect of chimney view, graveyard view and lucky 
floor level on the property price. Factors that affect the property price significantly are 
included.  
 
The main focus of this dissertation is the two Feng Shui variables, especially the CV 
variable which has not yet been considered in previous studies. From the above table, it is 
observed that the sign of the coefficient CV is negative as expected. However, the factor 
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CV is not significant at 10% level. The result of chimney view is not quite satisfactory in 
terms of significance. Similar with CV, the sign of coefficient of GV and LF are the same 
as expected. Variables GV and LF have the sign of coefficient in negative and positive 
correspondingly. The regression result shows the variable GV is significant at the 5% 
level, and it is a quite satisfactory result. On the contrary, it is shown that variable LF is 
not significant at the 10% level. In addition, LF is the least significant variable among the 
three intangible variables. 
 
For other variables, the coefficient of AGE is not as expected. The analysis shows that the 
coefficient of AGE is positive, while it is expected to be negative. The result shows that 
the variable AGE is very significant at 0.5% level. However, the coefficient of FL is 
positive as expected. The variable FL is very significant and it is significantly less than 
5% level. For the variable of GFA, it is shown that the coefficient of GFA is positive. The 
larger the GFA, the higher the property price is. 
 
In the model (＊), the value of the Adjusted R-square (R2) is just 0.3482. This means that 
the variables selected for the model can explain about 34.82% of the variations of 
property prices. The result is not too satisfactory. The low adjusted R2 and R2 means that 
the change of the dependent variable, ln(DP), cannot be perfectly explained by the 
changes of the independent variables. 
 
There are two major reasons for explaining the low value of adjusted R2. Firstly, It may 
be because some independent variables are missing, which may bring a significant 
influence on the property price. The other reason of the low value adjusted R2 is the 
existence of errors in the dependent variables. As the value of the deflated property prices 
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are executed by the deflator, there exists a chance that the deflators used are inappropriate, 
thus errors are created. Price indices of the Rating and Valuation Department are used as 
the deflators in this study. The price indices adopted are calculated from about 50 popular 
residential estates in Hong Kong. However, the prices indices are not specifically 
designed for South Horizons. Different estates have different characteristics and the 
indices may not be able to reflect any price appreciation or depreciation of individual 
estates. Thus, bias may arise and the reality will not be reflected. 
 
7.7 Results Interpretations and Discussion 
 
7.7.1 Negative Impact of Graveyard View 
Graveyard view attributes negatively affect the property price. Based on concepts of Feng 
Shui, a graveyard is a Yin house, which contains Yin Chi. Thus, it is said that if the 
graveyard is near the housing property, the graveyard will brings too much Yin Chi which 
leads to the Yin and Yang of that environment becoming unbalanced and so the 
environment will not be harmonized. This is regarded as bad Feng Shui, where the 
residents cannot generate fortune nor have a comfortable live, which is undesirable. 
Besides the effect Feng Shui, the graveyard view also brings psychological effect to 
people. Since no one is certain about death, people believe that living near a graveyard 
increases the chance of meeting a ghost or a soul, which in turn will lead to sickness or in 
bad luck.  
 
In fact, there is no scientific proof to show the actual effect of living near graveyard. 
However, Hong Kong people are having a Chinese cultural mindset that exerts a 
substantial effect on peoples’ behaviour, so they are psychologically affected by the 
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negative thought about the graveyard.  Thus, real estate consumers are unwilling to 
purchase property with a graveyard view. 
7.7.2 Negative Impact of Chimney View 
In the empirical result, it is found that the chimney view attribute brings a negative effect 
on property price. The negative impact of chimney view can in fact be explained in 
different aspects. In terms of Feng Shui, chimneys are said to be under the element of 
“Fire” in the concept of Five Elements. This “Fire” generates bad Chi and the bad Chi 
affects the harmony of men and nature. If harmony is destroyed, then it is a called bad 
Feng Shui. The Chinese cultural values are then contravened. Thus, it is not favoured by 
the Chinese society, as people think that chimneys bring bad Feng Shui and as a result 
that their health and luck will be adversely affected.  
 
Chimney view also has shape implications to the Chinese people, and it relates to the 
Chinese belief that it affects people psychologically. The Chinese culture implies objects 
to other meanings. In the study of this study, the three chimneys of Lamma Power Station 
look like three incenses, which the occupier may feel uncomfortable in long term. On the 
other hand, the occupiers will physically inflected by various wired diseases, as well as 
they may be upset by the career. When the bedroom is facing the chimney view, the 
health of the bedroom occupiers will be adversely affected.  
 
Pollution is also one of the reasons of the negative impact. Smoke and pollutants are 
discharged through the chimneys. As pollutants and smoke is transmitted through air 
everywhere, it is assumed that all the apartments in a single building are subjected to the 
same level of pollution. However, it is common sense that people feel uncomfortable 
when the problem is observed and vice versa. Thus, people are less keen to purchase 
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properties which have access to chimney views. They would like to avoid seeing smoke 
coming from the chimneys as they believe their health will be adversely affected despite 
the fact that the levels of pollution is the same throughout.  
 
7.7.3 Positive Impact of Lucky Floor Number 
It is illustrated that lucky floor number exerts a positive effect on property prices. In fact, 
the lucky floor number do not relate to any matters of Feng Shui, as it is just a matter of 
superstition. People believe that they will gain fortune and luck when they own the 
property with lucky floor number. Therefore, they are willing to pay a premium to attain 
this potential luck and fortune. Furthermore, lucky floor number is regarded as luxury 
good that people can show-off when they own or live in the lucky floor. This is another 
reason why people are willing to pay more for the lucky floor number. 
 
7.7.4 Comparing Chimney View,  Graveyard View and Lucky Floor 
Number 
Chimney view, graveyard view and lucky floor number are intangible attributes for 
property prices. However, they have different strengths on affecting the property prices, 
as well as different significant levels in property prices. The analysis shows that the 
graveyard view can affect the property prices to the greatest extent, followed by the 
chimney view and then lucky floor number. The ranking is the same for the significant 
levels of variables in property prices. 
 
Comparing graveyard view and chimney view 
Graveyard view attribute is the most significant have the greatest attribute to the property 
prices. The graveyard view brings penalties to the property prices in places with dominant 
 80
 
An examination of the effects of Feng Shui on property prices in Hong Kong 
 
Chinese. In fact, it is very common for people to avoid living near graveyards although 
they may not believe in any principle of Feng Shui or even have no knowledge on it. 
Moreover, the concepts of death exist in everyone’s mind as not only Chinese, but the 
Western people are also afraid of meeting ghosts and thus wish to avoid living near 
graveyards. 
 
Comparing with graveyard view, chimney view is less significant and exerts a smaller 
negative effect on property price. For Feng Shui believers, they believe that chimneys 
lead bad luck or poor health. Thus, they are unwilling to purchase properties with 
chimney view, but this negative impact from chimney view is less important than 
graveyard view.  Comparing the chimney with graveyard view, it is less common that the 
chimney view is regarded as bad Feng Shui, whether the purchaser cares about Feng Shui 
or not.   
 
Comparing graveyard view or chimney view with lucky floor number 
Comparing lucky floor number with chimney view and graveyard view, the lucky floor 
number affects the property price to the least extent. In addition, it is very insignificant in 
the property price. The reason for this is because of most real estate consumers are risk 
adverse. Psychologically, consumers wish to prevent any risks first, instead of seeking for 
benefits. Therefore, consumers pay less attention to the lucky floor number attribute. 
 
7.8 Interim Summary 
The empirical result shows that the chimney view and graveyard view have negative 
impacts on properties prices as expected. It is because real estate consumers are less keen 
in pruchasin the property with chimney view or graveyard view. However it is found that 
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the graveyard view has a stronger effect on the property price then the chimneys view. 
Moreover, chimney view is less significant in determining property prices comparing 
with chimney view. It is revealed that different Feng Shui factors influence the property 
price in different extent. 
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CHAPTER 8 
RESULTS IMPLICATIONS AND CONCLUSIONS 
 
8.1 Introduction 
This section provides a summary of the dissertation including a review of what has being 
attempted, the results and the implication of the results. 
 
8.2 Summary of Findings 
 
8.2.1 Research of Culture and Belief 
The aim of the research is to examine the effect of Feng Shui on property price in Hong 
Kong, which can help to support the concept of consumer behaviour “Feng Shui affects 
the decision making of real estate consumer”. A hypothesis, with two more associated 
hypothesis, are drawn by reviewing literature on the topics of consumer behaviour, 
Chinese culture, Feng Shui and property price attributes. The study tests the hypothesises 
by using 1462 transaction records, from January 1995 to December 2007, from 
apartments in South Horizons, one of the largest private residential housing estate in 
Hong Kong. 
 
The hypothesis, including the associated hypothesises, is based on previous studies as 
well as common market knowledge. The hypothesis states that real estate consumers are 
more willing to purchase properties with good Feng Shui, so it is expected that good Feng 
Shui brings premium to property prices. On the contrary, real estate consumers are less 
keen to purchase properties with poor Feng Shui, and this attitude is reflected by the 
negative effects on property prices. 
 83
 
An examination of the effects of Feng Shui on property prices in Hong Kong 
 
8.2.2 Literature Review 
In this dissertation, the theories and principles of consumer behaviour is introduced. In 
order to illustrate how the real estate consumers do their decision making, the major 
determinants are identified from the theories of consumer behaviour. Based on literature 
review, it is shown that consumer behaviour is affected by culture. Feng Shui is defined 
as part of Chinese cultlure, thus it is logical to deduce that Feng Shui affects the consumer 
behaviour. The argument is visualized by a figure shown below (Figure 18). 
 
 
Figure 18 : The effect of Feng Shui on consumer behaviour  
 
 
Motives Choice 
criteria 
Attitudes Intention 
Purchase Needs 
Chinese culture 
Chinese cultural value 
Harmony between 
man and nature 
Feng Shui 
External determ
inants 
Internal determ
inants 
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After studying the theories of consumer behaviour, the principle of Feng Shui is 
investigated. It is envisaged that the effects of Feng Shui on consumer behaviour will be 
reflected in property prices. Based on the literature review of the hedonic price model and 
property price attributes, it is concluded that property price is subjected to the 
characteristics of the property. These characteristics can be identified as structural, 
neighbourhood and locational attributes. Environmental factors are under the 
neighbourhood attributes, and some of the environmental factors involve the concepts of 
Feng Shui. Based on the literature review about Feng Shui and property price attributes, it 
is known a Feng Shui factor, graveyard view, exerts negative impact on property prices 
respectively. 
 
Based on the Feng Shui theory, another Feng Shui factor, the chimney, is identified and 
explained. The chimney is regarded as an object which affects the positive Feng Shui. 
The chimney belongs to “fire” under the concept of Five Elements, so bad Chi is 
generated from the chimney. It is commonly expected that living in apartments with 
chimney views may adversely affect the fortune and health of the residents. Moreover, 
the bad Chi from chimney is in fact harming the harmonization of men and nature, which 
is not favoured in Chinese society. In addition, when the chimneys view contains three 
chimneys at once, consumers would easily imagine the three-chimney-view as “three 
Chinese incense”. The “three Chinese incense” looks like cursing the residents that 
consumers adverse the view due to their traditional Chinese belief. 
 
8.2.3 Empirical Findings 
The hypothesis of this study is tested using the hedonic price theory. In order to examine 
the effect of chimney view on residential property price and affirm the influence of 
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graveyard view, a hedonic price model is adopted. A case study approach is used in this 
study that South Horizons is the only focused. As there are a graveyard and chimneys 
nearby the South Horizons simultaneously, both the graveyard view and chimneys view 
(the three-chimney-view) can be tested at the same time.  
 
To estimate the influence of chimneys view and graveyard in South Horizons, several 
dummies variables are applied into the empirical model. These dummies of chimney view 
and graveyard view are used as an attempt to find out their implicit values. With the help 
of EViews 3.0, the empirical results of the Ordinary Least Square estimation are revealed. 
It is similar to what is expected: the chimneys view and graveyard view bring penalties to 
the residential property prices.   
 
Although the negative impacts on property prices by the two views are the same as the 
prediction, it is interesting to know that they have difference strengths in affecting the 
property prices. In terms of magnitude of coefficients, the graveyard view has a stronger 
effect on the property price then the chimneys view. Besides, the empirical results show 
the significance levels of different variables in property prices. The regression shows that 
the coefficient of GV is significant at the 95% confidence interval. This means the 
graveyard view is very significant in determining the property price. However, the CV is 
not significant at the 90% confidence interval. Hence, when comparing between the 
chimneys view and graveyard view, the chimney view is less significant in determining 
property prices. To sum up, it is successfully shown that graveyard view and chimneys 
view carry negative impact on property prices. Thus, the hypothesis is tested. 
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8.2.4 Feng Shui and Consumer Behaviour  
Chimney view and graveyard view are the Feng Shui factors of property prices, which 
hare regarded as intangible attributes. According to the empirical analysis, both to the two 
Feng Shui factors, chimneys view and graveyard view, influence the property prices by 
bringing penalties. It satisfies that the argument that Feng Shui affects property prices. 
Hence, it is reasonable to deduce that Feng Shui exerts an influence on the decision 
making of real estate consumers, and the influence is reflected by the effect of Feng Shui 
on property prices. 
 
Although there is no scientific proofs about how Feng Shui actually affects the harmony 
of living environment, fortune, and luck of the housing residents. However Feng Shui 
provides an explanation of the negative and positive influences which affect consumer 
behaviour. These are all reflected by the effects of Feng Shui on property prices, and it is 
a matter related to the culture and it exists as common sense in any economic decisions.   
In Hong Kong, residential properties exist in forms of necessities or investment. People 
who believe in Feng Shui obviously take Feng Shui into account when they are making 
any real estate purchasing decision. On the other hand, as Feng Shui is a common sense in 
the Hong Kong society, those who do not believe in Feng Shui will still wish to avoid 
purchasing housing in bad Feng Shui. It is because they will consider the resale prospects 
of the properties.  
 
8.3 Limitations of Study 
The sample of the study is only in one housing estate, South Horizons, in Ap Lei Chau 
within a period of time. The empirical results only show the situation of Ap Lei Chau, and 
they are not sufficient to reveal the actual situation of Hong Kong on the whole. 
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Moreover, the samples may not be adequate enough to be accurate. However, due to 
limitations of time and resources, it is not possible to investigate a longer period of time 
and the whole situation in Hong Kong. 
 
In this study, the quality of the views is not identified. Under the real situation, different 
apartments are subjected to different qualities of view, such as some apartments have the 
chimneys view in both the dinning room and bed room, but some may only access the 
chimneys view through the dinning room. Because of this, the accuracy of the results may 
be affected. 
 
Due to the security issue and limitations of time, it is not possible to visit every apartment 
to confirm if the sample apartment is really subject to particular types of view. Therefore, 
the view accessibility of each apartment can only be assumed by external site visits and 
plan reading. Human errors may exist in this step leading to inaccuracy of the results. 
 
The distance effect of different view attributes is not being considered, however, they 
may have certain effects on the property prices. The empirical result of the regression 
model may be inaccurate due to absence of the distance effect. For example, if the 
apartment is far away from the chimney view, the view may have less psychological 
effect on the resident and thus exert less negative influence on the property prices. 
However, the distance effect is not the main concern in this study.   
 
Air pollution generated from the target chimneys may affect the property price, but it is 
not taken into account in the model. This is because most of the target buildings in the 
dataset have close proximity to each other, and so the air pollution they experience is 
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assumed to be more or less the same. If there are effects, it is just due to the psychological 
effect of those residents who have access the chimney view. However, there may be 
slightly differences in air pollution, but it is impossible to access the exact air pollution 
level in each sample apartment because of limited time and resources.  
 
The functional form of the hedonic price model is a potential problem. Even though a 
linear regression model is adopted, the functional form is not formally tested. Future 
studies can test the functional form by Box-Cox transformation or use other functional 
forms to affirm that a correct functional form is chosen. 
 
8.4 Area for Further Studies 
Besides chimney view and graveyard view, there are many other Feng Shui factors which 
are worth studying, in terms of their negative/ positive effects, significance and strengths 
in affecting property prices. 
 
This study only focuses on the effect of Feng Shui on private residential property prices. 
However, the factors of Feng Shui may be significant in other types of properties, such as 
office buildings or retail buildings. Therefore, further studies can be carried out for 
investigating the effect of Feng Shui on the price or rent of these properties. 
 
Different effects of Feng Shui on property prices in boom periods and slump periods may 
also be a topic worth studying, since the effect of Feng Shui may be different for different 
time periods. 
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APPENDIX I – FLOOR PLAN OF BLOCK 7 IN SOUTH HORIZONS 
 
 
Floor Plan for Floor 1 to 41 
 
Floor Plan for Floor 42 
Source: EPRC (date: 3 January 2008) 
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APPENDIX II – FLOOR PLAN OF BLOCK 8 IN SOUTH HORIZONS 
 
 
Floor Plan for Floor 1 to 41 
 
Floor Plan for Floor 42 
Source: EPRC (date: 3 January 2008) 
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APPENDIX III - FLOOR PLAN OF BLOCK 9 IN SOUTH HORIZONS 
 
 
Floor Plan for Floor 1 to 41 
 
Floor Plan for Floor 42 
Source: EPRC (date: 3 January 2008) 
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APPENDIX IV-FLOOR PLAN OF BLOCK 10 IN SOUTH HORIZONS 
 
 
Floor Plan for Floor 1 to 41 
 
Floor Plan for Floor 42 
Source: EPRC (date: 3 January 2008) 
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APPENDIX V – PROPERTY PRICE INDICES 
  Classification   Classification   Classification 
  A, B & C D & E   A, B & C D & E   A, B & C D & E 
Year Month Urban Urban Year Month Urban Urban Year Month Urban Urban 
1995 1 114.6 110.9 1996 1 104.5 106.9 1997 1 146.0 156.1 
  2 113.0 111.5  2 110.1 113.7  2 153.6 165.5 
  3 118.3 114.6  3 114.7 121.6  3 165.2 172.2 
  4 119.6 117.7  4 116.1 122.5  4 169.5 170.9 
  5 117.5 117.3  5 119.7 124.7  5 169.2 168.1 
  6 113.1 113.1  6 120.4 129.3  6 180.2 188.4 
  7 109.2 109.8  7 121.1 129.1  7 180.1 181.4 
  8 106.3 107.6  8 121.1 128.9  8 177.7 181.5 
  9 102.8 109.2  9 122.5 131.8  9 179.2 183.9 
  10 101.1 104.2  10 125.9 135.3  10 182.1 184.1 
  11 104.1 103.0  11 131.8 147.3  11 165.5 169.9 
  12 105.5 108.0   12 139.6 158.2   12 157.1 162.3 
1998 1 144.4 145.0 1999 1 100.8 98.2 2000 1 97.4 102.2 
  2 131.8 133.7  2 100.3 94.3  2 97.6 103.2 
  3 138.0 136.8  3 100.8 96.0  3 97.0 102.5 
  4 133.1 125.2  4 102.7 102.0  4 95.7 102.1 
  5 127.6 121.8  5 104.7 103.7  5 90.6 100.2 
  6 107.2 111.2  6 103.3 105.8  6 85.6 96.1 
  7 101.5 99.0  7 102.3 104.6  7 85.6 97.5 
  8 97.6 94.5  8 102.0 101.2  8 86.4 95.3 
  9 90.7 86.3  9 97.5 100.8  9 86.9 96.6 
  10 87.0 87.9  10 96.5 96.3  10 97.1 94.1 
  11 95.0 93.2  11 93.4 98.8  11 84.2 95.0 
  12 99.9 100.8   12 95.7 98.4   12 81.8 92.7 
2001 1 79.6 94.7 2002 1 72.5 81.8 2003 1 63.5 77.2 
  2 79.1 93.0  2 72.9 81.0  2 62.3 72.9 
  3 82.2 90.5  3 72.6 80.4  3 60.6 70.1 
  4 81.2 89.4  4 71.9 81.6  4 59.3 69.3 
  5 79.2 87.3  5 71.5 81.8  5 57.6 68.0 
  6 79.0 86.2  6 71.7 81.3  6 57.6 66.9 
  7 77.7 87.6  7 70.0 80.5  7 58.3 68.0 
  8 77.3 86.0  8 68.3 78.7  8 59.0 68.1 
  9 75.6 85.2  9 66.8 76.8  9 61.1 73.6 
  10 72.6 80.3  10 65.4 75.6  10 64.7 75.7 
  11 72.3 80.3  11 63.8 75.7  11 66.4 78.9 
  12 72.1 81.9   12 64.1 77.5   12 68.1 80.7 
2004 1 72.1 83.6 2005 1 92.0 125.0 2006 1 98.5 128.4 
  2 77.8 94.5  2 94.4 127.8  2 100.1 126.0 
  3 83.6 102.6  3 99.1 129.6  3 101.0 130.9 
  4 86.5 103.4  4 102.8 133.2  4 100.9 131.0 
  5 85.9 104.3  5 104.6 134.0  5 101.2 133.6 
  6 83.9 102.2  6 103.8 132.4  6 99.8 131.2 
  7 82.7 102.9  7 102.4 128.5  7 99.0 131.7 
  8 83.4 101.5  8 103.0 133.3  8 99.7 132.6 
  9 85.7 105.0  9 103.7 132.0  9 99.5 130.9 
  10 88.2 109.3  10 102.0 129.9  10 99.3 131.9 
  11 89.5 112.8  11 99.2 131.4  11 99.0 132.0 
  12 91.3 117.1   12 97.0 129.2   12 98.8 133.1 
2007 1 99.7 134.2         
  2 100.7 138.1         
  3 102.0 134.6         
  4 102.6 139.9         
  5 104.1 141.5         
  6 105.1 145.8         
  7 105.5 152.4         
  8 107.6 152.7         
  9  108.8  155.5         
  10  111.0  160.7         
  11  117.3  170.2         
  12*  124.9  177.7         
Source: Rating and Valuation Department (Private Domestic – Price Indices for Selected Popular 
Developments with base year 1999 = 1000) (* Provisional figures) 
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